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-—Parkersburg metal buildings with unique weather-sealed 
joints are the practical answer to quick expansion problems. 
Parkersburg buildings are pre-engineered for easy assembly 
into attractive, rugged, maintenance-free buildings right on sg 
the construction site. These top-quality units can be enlarged priva' 
or moved to meet changing space requirements. public 
From tool sheds to large factory buildings Parkersburg hen 
installations are saving and serving in hundreds of different equite 


The secret is in this 
unique “seven-fold" joint! 


ways right across the board in industrial and commercial and, i 
a ; ; : ; free « 
applications. It will pay you to look into this modern, low-cost rsa 
way to provide additional facilities. Write to Department C-1. ing | 
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THE PARKERSBURG RIG & REEL COMPANY § “° 
Division of Parkersburg-Aetna Corporation tion, 
Parkersburg, West Virginia bility 
contr: 
This panel lock- 
ing arrangement pro- 
vides a true weather- 
tight seal in a rigid joint. All ’ 
Parkersburg metal buildings Factory Locations: —_ 
employ this feature as proof Parkersburg, West Virginia Orn 
against driving rain, dust, snow, Pomeroy, Ohio BUILDING 332 
and high winds. Coffeyville, Kansas e . Alloy 
Houston, Texas 
Building Division Sales Offices: ee fs 
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New Cyclone Furnace Uni 


Installation at Joliet Station 
to Bring Higher Efficiency 
... Lower Costs to 
Power Generation 


Commonwealth Edison System’s newest addition, 3 
its Joliet Station, will be a B&W Radiant Kehe: 
Boiler with Cyclone Furnaces. This is the 16th uni 
of this type the system has bought since 19-4 an 
raises total system capacity served by Cyclone-fire( 
units to over 1,600,000 kw. 


Early in the development of the Cyclone Furnac 


‘by B&W, Commonwealth Edison recognized i 


potentialities for burning low-grade coals. Tht 
system’s engineers and operators cooperated wit 
B&W in the project, and, in September 19-4, tht 
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B&W RADIANT REHEAT BOILER WITH 
CYCLONE FURNACES, arranged for 
opposed firing, for Commonwealth 
Edison System’s Joliet Station. Unit 
will deliver 2,200,000 pounds of steam 
per hour at 2100 psi with tempera- 
ture of 1055 F, reheat to 1005 F. 
Boiler design is 2375 psi. Sargent & 
Lundy, Consulting Engineers. 


CYCLONE FURNACE BOILER UNITS IN COMMONWEALTH EDISON SYSTEM 





STATION 


a Calumet 

J| Waukegan 
Fisk 

..... é Joliet 
Ridgeland 
Waukegan 
Ridgeland 
Will County 
Joliet 














For Commonwealth 


first commercial application went on the line at 
Calumet Station. Historic Boiler Unit No. 20-A, 
like the new unit at Joliet, burns highly volatile 
Central Illinois coal with a high ash content and 
low ash-fusion temperature. 

The Cyclone Furnace simplifies the entire process 
of coal preparation, combustion, ash segregation, 
anc ash handling and effects savings in most of the 
elements of power generation costs. 

In service or on order, 64 boilers with 220 
Cyclone Furnaces throughout the country serve a 
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TOTAL STEAM REHEAT 
OF NO. OF CAPACITY DESIGN TEMP. TEMP. 
BOILERS CYCLONES LB/HR PRESSURE F F 
1 150,000 600 650 = 
2 300,000 650 760 _ 
8 1,500,000 1475 935 —— 
6 1,200,000 1525 1010 _ 
16 2,920,000 2125 1050 — 
4 830,000 2050 1010 1010 
12 2,200,000 2125 1050 1000 
10 2,400,000 2125 1050 1010 
9 _2,200,000 2375 1055 1005 
6 68 13,700,000 


Edison 


total capacity of over 6,600,000 kw. They merit 
examination in connection with your next installa- 
tion. The Babcock & Wilcox Company, Boiler 


Division, 161 East 42nd Street, New York 17, N. Y. 
G-820-CS 
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WwW: hear a great deal these days about 
the so-called “partnership policy” of 
the Eisenhower administration. This pro- 
gram for joint participation by the federal 
government with state and local govern- 
ments, as well as private enterprise, is not 
exactly new. For many years there have 
been various devices for encouraging local 
participation and responsibility through 
such measures as federal aid and federal 
loans. 


It is the degree of emphasis, however, 
which the President places on local re- 
sponsibility and self-help which distin- 
guishes it from the more direct federal 
government approach of predecessor ad- 
ministrations. The President has ham- 
mered away at this theme again and again 
in his campaign speeches, in policy state- 
ments, in the field of natural resource de- 
velopment. His recent Budget message 
contained the following restatement of the 
partnership policy : 


THE development and conservation 
of the resources of America are vital to 
the present and future strength of the 
nation. They must be a concern not 
only of the federal government, but of 
everyone. Individual enterprise and 
state and local participation are essen- 
tial to effective development of the na- 





DONALD I. ROGERS 








with the Codltors 
















Fabian Bachrach 
ROBB M. WINSBOROUGH 


tion’s soils and forests, water, minerals, 
fuels, and fisheries. 


It now appears that partnership policy 
will not be confined to activity in the field 
of natural resource development. Recent 
policy statements by Admiral Lewis 
Strauss, chairman of the Atomic Energy 
Commission, called for private business to 
join hands and share with the federal 
government the responsibility for develop- 
ing peacetime and commercial uses for 
atomic energy. 


A® the business-managed electric com- 
panies dragging their feet in the de- 
velopment of nuclear reactors to be used 
in connection with atomic power develop- 
ment? During the past year party criticism 
from political sources has suggested that 
the electric industry is stalling if not actu- 
ally obstructing a vigorous program which 
the Atomic Energy Commission ought to 
be aggressively promoting to develop low- 
cost electric power from nuclear plants. 
There have been fears expressed that, as 
a result, the United States is falling be- 
hind in the race with Soviet Russia, Great 
Britain, and others to arrive at the goal 
of an atom power plant which can com- 
pete economically with conventional type 
generation. 


PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY 14, 1957 

































high and low pressure steam piping for the 
,000-kw turbine-generator at Appalachian Electric 
er Company’s Glen Lyn, Virginia, station was fabri- 
ed and erected by M. W. Kellogg—using local union 
or. Initial steam conditions are 1050 F, 2000 psi, 
h reheat at 1050 F. Main steam lines are 244% 
ome-1% molybdenum, 1234 in. OD, 214 in. average 
| thickness. To meet the exacting requirements of 
h American Gas and Electric Service Corporation 
1 The M. W. Kellogg Company, close control of 
hniques and procedures was doubly important. 
At Glen Lyn, as elsewhere in the field, M. W. 
lloge’s reputation for completing a power piping 
bject efficiently and promptly is due to the right 
hniques, the right materials, the right equipment, 
d—e ually important—the right men to train and 
pervise labor to Kellogg’s special standards. We wel- 
e the opportunity to demonstrate these unique 
llities and facilities. Some of them, including K-Weld*, 
P described in our 12-page booklet, “‘For The Modern 
ntra' Power Station.’”’ Write for your copy. 








pomenaece 








lademark of and patented by The M. W’. Kellogg Company 





KEEPS PACE 


(Above) An inspector on Kellogg’s permanent staff supervises weld- 
ing of main steam lines at the Glen Lyn Station. (Below) Controls 
for the gang of 40-kva stress relieving units at Glen Lyn provide a 
permanent record of preheating, concurrent heating, and stress 
relieving cycles, ranging from room temperature to 1350 F. 





Fabricated Products Division 
The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 
A SUBSIDIARY OF PULLMAN INCORPORATED 
The Canadian Kettogg Company Ltd., Toronto ¢ Kellogg International Corp., London 
Kellogg Pan American Corp., New York ¢ Societe Kellogg, Paris 
Companhia Kellogg Brasileira, Rio de Janeiro® Compania Kellogg de Venezuela, Caracas 


POWER PIPING-THE VITAL LINK 


PAGES WITH THE EDITORS (Continued) 


In the leading article in this issue, Ross 
M. WunssorouGH, Chicago consultant 
with the Middle West Service Company, 
has made a careful analysis of these 
claims, as well as the record to date and 
the steps taken by private companies to 
carry their share of atomic power develop- 
ment for peacetime public use. His find- 
ings and conclusions suggest that co-oper- 
ation, rather than rivalry or discrimina- 
tion, is the only sensible key to American 
supremacy and success in the field of 
atomic energy development. 


Mr. WINSBOROUGH is a native of Mis- 
souri who grew up in Georgia and Texas, 
graduating from Rice Institute at Hous- 
ton, Texas. He worked his way through 
college by writing for newspapers and 
trade journals and after his graduation he 
went to Tampico, Mexico, to learn the oil 
business. In 1926 he returned to journal- 
ism in the United States. He got into the 
public utility business in 1929 as director 
of public relations and advertising for the 
Southwestern Gas & Electric Company, 
Shreveport, Louisiana. He later became 
commercial manager of that company and 
a member of its board of directors. He 
transferred to Middle West Service Com- 
pany in Chicagc in 1938, to take charge 
of personnel matters, employee relations 
and public relations, and advertising. He 
played an important part in bringing the 
Electric Company Advertising Program 
(ECAP) into existence. 


*k 


I* his thought-provoking article begin- 
ning on page 233, and writing from the 
standpoint of one engaged in the gas dis- 
tribution business, but expressing only his 
personal opinion, CHARLES H. FRazIEr of 
the Philadelphia Gas Works explores the 
possibilities and variations of cost price 
regulation in the field of natural gas pro- 
duction. Mr. FRAzrIER has been connected 
with the public utility industry for thirty 
vears, beginning with the Southwestern 
Public Service Company in the Texas 
Panhandle. For the last twenty-five years, 
however, his connection has been with the 
United Gas Improvement Company at 
Philadelphia, where he is presently execu- 
tive engineer of the Philadelphia Gas 
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Works. He is a graduate of Haverford 
College (’24) and Harvard Engineering 
School (’26). 


* * ok kK 


O* page 244, Donan I. Rocers, finan- 
cial editor of the New York Herald 
Tribune and well-known writer in the field 
cf business economics, discusses monopoly. 
He has written a brief but trenchant criti- 
cism of a government antitrust policy. 
Mr. RoGers is a native of Connecticut 
where he started his journalistic career on 
the Torrington Register and Hartford 
Courant. He then served with the Provi- 
dence Journal, and while in Providence 
studied economics at Brown University, 
concentrating on business journalism and 
with time out for World War II duty as 
an Infantry sergeant, RoGers joined the 
Herald Tribune business and _ financial 
staff, where, at the age of thirty-two, he 
became the youngest editor in this field. 


In addition to his department with the 
Tribune, RoGeRs has written frequently 
for Collier's, Coronet, This Week Maga- 
sine, The Saturday Evening Post, and 
Reader's Digest. His best-selling book, 
“Teach Your Wife to Be a Widow,” was 
recently supplemented with a new one, 
“Save It, Invest It, and Retire.” 


THE next number of this magazine will 
be out February 28th. 


Nar Colclrve- 
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PHOTOCOPYING ES OUT OF THE DARK 











with New Daylight Processing by Remington Rand 


At last, you can photocopy under any lighting condi- you economical quality reproductions of any original. 
ions and be sure of sharp, black and white copies. Put your photocopy work in the light of advanced 
From separate, multiple, small different originals to modern improvements that mean more convenience, 

prge scale, large volume — even continuous form docu- more savings with photocopy equipment and supplies 
ents —there’s a Remington Rand® Photocopier to give by Remington Rand. Write today for more information. 
*Trademark of Reproduction Sales Company. 


F€anel. Room 1256, 315 Fourth Avenue, New York 10 
Division of SPERRY RAND CORPORATION 
I want more information on REMINGTON RAND Photocopy Equipment. 
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Coming IN THE NEXT ISSUE 


(February 28, 1957, issue) 
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WILL ATOMIC POWER SET THE REAL PARTNERSHIP PATTERN? 


More and more we hear about the so-called ‘partnership policy'' of the Eisenhower 
administration being extended to fields other than development of federal multipur- 
pose projects with the participation of local interests. In recent weeks this principle 
has been frequently mentioned in connection with the development of peacetime uses 
tor atomic energy. Eugene M. Zuckert, former member of the Atomic Energy Com- 
mission, has given a most provocative interview on this subject to Walter A. Shead, 
editor of "The Atomic Energy Guideletter."" Mr. Shead, interviewing Commissioner 
Zuckert on behalf of PUBLIC UTILITIES FORTNIGHTLY, points out that businessmen 
who work with atomic energy will have to get used to the idea of operating in a field 
more regulated than ever before. Even public utility management people who have 
lived with commission regulation for years will find that they must co-operate with new 
and closer controls by the AEC. Private industry will be heavily dependent upon gov- 
ernment tor technical intormation, laboratory research, engineering guidance, and 
basic nuclear tuels. 









































ATOMIC ENERGY AND FREEDOM OF ENTERPRISE 


Dr. John D. Garwood, professor of economics at Fort Hays Kansas State College, has 
taken a novel approach to outlining the function of private enterprise in the field of 
atomic energy in the tuture. The problems and by-products of this development are 
so vast and complicated, and the time is so short in which the right answers must be 
arrived at and practical programs worked out that creative thinking of a managerial 
type must go into high gear as of now. Unless it does, private enterprise may find it 
ditticult to hold its proper place in the future. 


ELECTRIC POWER SERVES THE ARMY 


Uncle Sam's Army has an electric bill of nearly $43 million a year that covers installa- 
tions in the United States and overseas. Approximately 90 per cent of this is purchased 
from commercial sources. That makes the Army one of the electric utility industry's 
biggest and best customers. C. E. Zedaker, Jr., chief of the electrical branch of the 
utilities operations division of the Office of the Chief of Engineers, describes these and 
other interesting points about what happens when the commercial company kilowatts 
join the Army service. 


DOES CONGRESS HAVE A GOVERNMENT POWER MANDATE? 


In the present session of the 85th Congress, the claim has been made repeatedly by 
Senators and Representatives from the Pacific Northwest that the recent election 
resulted in a ‘‘mandate" for more federal power development. People from other areas 
untamiliar with the local facts, may well om impressed by these claims, based on the 
election of certain Congressmen. But is there such a "mandate" actually? Can it be 
proven on the basis of the election last November? Kenneth McCord, on the staff ot 
the Washington Water Power Company, Spokane, has analyzed the issues and the 
background of certain elections which are alleged to have resulted in the so-called 
mandate,’ and his findings and conclusions give a very contrary impression. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Answers the jackpot question... 


...are your rates reflecting 
proper return on current 
operating conditions? 


The “Bill Frequency Analyzer” * can produce rate analyses that give an 
accurate, up-to-date answer. And, it’s a question that should be answered 
MONTHLY to keep rate revenues profitable. 

It’s simplicity itself to use this service — all we need is monthly cus- 
tomer billing tapes or Bill Register Sheets — we do the rest. 

The cost of the service? Less than doing it yourself, and more im- 
portant, you get the figures so quickly, revenue impairment can be 
spotted immediately and steps taken to correct inequities. Rate Com- 
missions are familiar with, and respect our analyses for their clarity 
and accuracy. 

Whatever your needs — minimums, demand rates, reports in any 
form, R & S can supply them because we are specialists in serving utility 
companies. Write Dept. P-2 for our booklet, “The One Step Method 
of Bill Analysis”. 











“your key to better figures since 1911“ 


RECORDING & STATISTICAL CORPORATION 


700 SIXTH AVENUE - NEW YORK 13, N.Y. 








xclusive with R & S — the oldest and largest punched card service bureau in the United States, offering every facility for 
swift, accurate data processing — continuing or peak-load. 
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“There never was in the world two opinions alike.” 
—MOoNTAIGNE 











“ 





Hartow H. Currtice . it has been demonstrated conclusively that the 
President, General Motors prosperity of our nation is not dependent on war or a 
Corporation. peak level of defense expenditures.” 


¥ 












EDITORIAL STATEMENT “As long as the easy, attractive, superficial philosophy 
Los Angeles Times. of statism remains in control of the citizen’s mind, no 
beneficial social changes can be effected, whether by 

revolution or by any other means.” 


° 











RICHARD M. NIxon ; “{It is time for a] showdown battle between those 
Vice President of the United who would nationalize and socialize basic American in- 
States. stitutions and those who would continue the American 

economic policies ... which have worked so well.” 






* 






EDITORIAL STATEMENT “It might be possible for [telephone| company re- 
The Saturday Evening Post. search laboratories to come up with some electronic 
device that would automatically administer a shock to 

teen-age line hogs, perhaps at the expiration of forty 

minutes of treble ‘homework’ chitchatting and boying- 
































and-girling.”’ ispatch 
e runnin 
HAROLD QUINTON “T fully believe that the people of this country are 
President, Southern California coming to realize, as never before, that the advocates 
Edison Company. of federal government in the power business are not Tow 


concerned with public welfare, as they profess to be, but 
with the achievement of political domination through 
control of the nation’s electricity resources.” 


¥ 


“cc 


Rocer M. BLouGH . a substantial part of our profits are not real 
Chairman of the board, United profits in the sense that they can be used to pay divi- 
States Steel Corporation. dends, or to provide for expansion and growth, or to 
serve any of the other functions that a profit is supposed 

to perform. They are what I would call phantom profits 

destined for replacement profits which are eaten up by 

inflation, almost before we get them. They cannot finance 

progress. We must use them just to stand still.” bell S 








* 
-— : est « 
CRAMER W. LAPIERRE “Technology is increasing at a more rapid rate than iN 
Executive vice president, General ever before. If we don’t have too much interference o 
Electric Company. we'll have progress. The great increase in population Ti 
will require larger manufacturing and service plants, rfl 
just to keep our present standard of living. Yet, nobody 
will be satisfied just to keep it as it is today. How are th 
we going to finance this progress? The answer is through dad. 


profits. Yet it seems to be good politics in this country 
to be against business and against profits. The public 
at large—the voters—are being led to believe that there 
is something bad about profits. We think that profits ton fr 
are the heart and the soul of our progress. If we don’t 
have the profits, we are not going to have the progress.” 
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ispatchers of Northern States Power Company in Minneapolis have square mile area. Bell System private line channels carry data fast 
tuming picture of load conditions across the company’s 40,000 and accurately from all over the system to the operations center. 


ow Bell System communications serve the power industry 


Modern communications help Northern States 
make profitable use of a million-KW capacity 


stem private line channels tie the power net- Your Bell Telephone representative is your best 
crving homes and industries in 527 upper Mid- _ source of ideas on how to streamline your own com- 
mmunities to the new system operations center munications. He will be glad to study your needs. 
thern States Power Company in Minneapolis. Cail him at your local Bell Telephone business office. 


slightest fluctuation in output, increase in load, 
uirst signs of bad weather are transmitted directly 
center, giving NSP dispatchers plenty of time 
ist spinning reserve capacity. 
cll System channels for telemetering, and super- BELL TELEPHONE SYSTEM 


sory control (which permits remote control of genera- 
on from the center), form the nerve system that lets | PRIVATE LINE TELEPHONE * PRIVATE LINE TELETYPEWRITER 


‘SP sive efficient, economical power and light to CHANNELS FOR: DATA TRANSMISSION °* TELEMETERING 
000.00 people. REMOTE CONTROL * TELEPHOTOGRAPH * CLOSED CIRCUIT TV 








A question for every electric utility | 































JUST HOW FLEXIBLE 
AN POWER SUPPLY GET? 


Giant strides to improve flexibility of from any location in the system. 

supply to customers have been taken in Moreover, the placement of Electro- 

recent decades by the electric utility in- Mobile Power close to the load not only 

dustry. Today power availability must an- relieves the central station of a block of 

ticipate load growth more than ever be- power, but also reduces the line loss be- 

fore. Inter-connected supply permits trans- tween the central station and the load for 

feral of power from one area to another as that block of power. This is a major factor 

varying geographical load demands or at time of peak. 

emergency situations arise. : * Just how flexible can service get? Far 1 
Even greater flexibility, however, can more flexible than you might imagine with 

be attained—by means of Electro-Mobile present equipment if Electro-Mobile Pow- 

Power. Truck-trailer or rail units permit er is employed to answer additional re- 

shifting increments of power from place to quirements. A joint analysis of your sys- 

place as demands change. Units can be tem can reveal the savings and increased 

used singly or in multiple—added like flexibility possible with these units. Con- 

building blocks to match requirements tact your Electro-Motive representative 

exactly. And provision for impulse starting for full information. 


and stopping allows unattended operation 





lectro- Mobile Power adds to system flexibility in many ways 





Representative electric utility compa- 
nies across the country are now providing 
better service to customers through the 
use of Electro-Mobile Power. This dia- 
gram is a composite of the different jobs 
these units, both truck-trailer and rail, are 
performing. Detailed information on these 
applications—operating costs, KWH pro- 
duced, reason for use, location, etc.—are 
available through your Electro-Motive 
representative. 






@ ELECTRO-MOBILE POWER f 














RAIL CAR—1000 kw units for use on sidings 
or placed on piers for semi-permanent use. 








TRUCK TRAILER—500 kw units offer excellent 
mobility for many temporary applications. 


. gm band 











' units used for peaking. 
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Mobile trailer 
units thrown into 
service during 
temporary outage 
caused by flood. 


Rail units used for temporary 
service during growth stage of 
new. community. Unifs are 
added or subtracted until level 
is reached and permanent fa- 
cilities can be erected in the 
most desirable location. 













Bt e- 
Mobile trailer units being used 


during line relocation resulting 
from new highway construction. 


“LECTRO-MOTIVE DIVISION 
GEN ERAL MOTORS LA GRANGE, ILLINOIS £, ee 
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SPRAGUE 
240 





METER 
bi SPRAGUE 
Pat ng S.A COMBINATION 
228345)" | METER AND 
REGULATOR 


The accuracy and time-proven minimum maintenance 


of Sprague Gas Meters are worth your consideration. 


THE METER COMPANY 


BRIDGEPORT 4, CONN. 
BRANCHES: DAVENPORT, IOWA HOUSTON 3, TEXAS 
LOS ANGELES 23, CALIF. SAN FRANCISCO 12, CALIF. 
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Q-Panel walls grace the new Elrama Power 


Why fine new power Plant (above) near Pittsburgh. It was designed 


by Duquesne Light Company’s Engineering 
and Construction Department. The Dravo 


plants everywhere Corporation was General Contractor. 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value... 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 





























Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were used 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis- 
souri, Power and Light Company. Ebasco Ser- 
vices, Inc., designed and built the plant. 








| 
| 
| 
| acini elon 
-Panels «= 
| FIRM a 
H. H. Robertson Company ia 
2424 FARMERS BANK BLDG. ° PITTSBURGH 22, PA. , “ous 
i PUFI 
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Now... most power of the low-priced 3 





New DODGE PovwerGiants 


1957 line-up gives you up to 232 hp. 


Dodge tops the low-priced field in V-8 power by a big 
margin—actually delivers as much as 31% more! This 
extra power in reserve saves engine strain... wear... 
excessive repairs. What’s more, Dodge V-8’s use regular 
gas, help keep your cost per ton-mile down! 


Extra payload capacity. You can haul more—up to 73% 
more in the 300 model pick-up, for example. 

Extra handling ease. Exclusive push-button automatic 
transmission*! Sharpest turning and easiest steering in 
the industry! 

See the new Power Giant line-up now at your Dodge 
dealer’s. You'll see features that prove it pays to get your 


Dodge dealer’s deal before you decide on any truck. 
*Available on all low-tonnage and Forward-Control models. 


DODGE TRUCKS 


WITH THE FORWARD LOOK > 


DODGE meets 


your hauling needs! 


Conv. Max. 
Medels G.V.W. 


5,100 Ibs. 


23,000 Ibs. 
25,000 Ibs. 
30,000 Ibs. 


Forward-Control Models 
P300 


,000 Ibs. 
P500 15,000 Ibs. 


C.0.E. Models 
C500 


18,000 Ibs. 
21,000 Ibs. 
22,500 Ibs. 


26,000 Ibs. 
32,000 Ibs. 
35,000 Ibs. 
45,000 Ibs. 
55,000 Ibs. 
65,000 Ibs. 


32,000 Ibs. 
35,000 Ibs. 
45,000 Ibs. 


45,000 Ibs. 
55,000 Ibs. 
65,000 Ibs. 





Tractors 
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impottamd rau" PLUS FACTOR’of the Motsrsla Twin-V Radisphone 








TRANSISTORIZED 


MICROPHONE 


Unprecedented voice clarity 
for mobile radio transmission 


@ true moving coil dynamic characteristics 
@ transistor preamplifier built-in 

@ printed circuit 

@ all-metal housing 

@ retains popular size and shape 

@ superior voice reproduction 

@ unexcelled reliability. 











Motorola’s new transistorized dynamic microphone provides mobile trans- 
mission quality comparable to that of the base station. Unexcelled voice 
clarity, crispness, and intelligibility are yours in this newest Motorola first. 


Also available as ‘‘SPEAKER-MIKE” 


The new microphone can be furnished as a dual- 
The new transistorized dynamic purpose “Speaker-Mike’’ which functions as a full 
microphone, or the dual purpose output communications-type loudspeaker, as well as a 
dynamic “Speaker-Mike,”” is dynamic microphone. It can be conveniently mounted, 
Sensor ” or held near the operator’s ear to overcome high am- 
worid’s finest FM 2-way mobile 
radio unit . . . incorporating You can have either of these outstanding microphones as replacement 
iplbdiescnne oilman ne items, or as optional equipment with new Motorola “TWIN-V” Radio- 

universal 6/12 volt operation, : : é ; ee 
Sensicon receiver, Permakay phones. The transistorized, dynamic microphone, with its popular palm 
Filter, and Instantaneous size, is directly interchangeable with Motorola carbon models now in use, 
Deviation Control. The ‘‘Speaker-Mike’’ version requires a simple modification kit for replace- 

ment use in existing equipment. 


bient noise levels. 


Immediately available. Write, phone or wire today, or 
contact your local Motorola Radio Communications Engineer. 





MOTOROLA COMMUNICATIONS & ELECTRONICS, INC. 


A SUBSIDIARY OF MOTOROLA, INC., 4501 AUGUSTA BOULEVARD, CHICAGO 51, ILLINOIS 
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DEPARTMENT OF THE eo ies 
CORPS OF ENGINEERS Hae RE | | ea 
CLARK HILL POWER PLANT 
EFFICIENCY TEST BY GIBSON METHOD 
UNIT No. 5 MAY 2,1954 
TURBINE EFFICIENCY 
NET HEAD= 141 FEET 
& DRY DOCK CO 





THE GRAPH shows performance of a 55,000 horse- 
power turbine, one of seven such units built by New- 
port News for the Clark Hill Power Plant (see photo). 

Shape of the curve is typical... not exceptional... 
for Newport News turbine performance. Regular, 
uniform, showing no-cut-off at full load, it indicates 
consistent delivery and stable operation. 

And especially, experience in design and model 
testing. 

At Newport News, turbine runners are continually 
being designed and redesigned for improvements in 


Engineers ... Desirable positions available at Newport 
News for Designers and Engineers in many categories. 
Address inquiries to Employment Manager. 





Maximum efficiency of 94.17% 


Reflects advanced practices at Newport News 


performance. And often upon receiving a contract for 
turbines, a model setting is built and complete ‘ests 
made. So far, Newport News has filled turbine con- 
tracts with an aggregate rated output in excess of 
7,000,000 horsepower. 

Penstocks, spiral casings, valves, pumps, rack rakes 
and other essentials are also designed and built by 
Newport News. Our illustrated booklet, “WATER 
POWER EQUIPMENT,” will be sent to you upon 
request. 


»? | 


Shipbuilding and Dry Dock Compzny 
Newport News, Virginia 
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IMAULATREAACAA 


... The appropriate power 
for your expanding program 


Send for our : Pioneer Service & Engineering Co. 
a 231 South La Salle Street + Chicago, Illinois 
“P oneering New 
Hori ons’ of these 
and other services. 








BEST BURNE 





...C-E Tilting, Tangential Burner 


Nearly 450 C-E Boilers with an aggregate capacity 

well over 200-million pounds of steam per hour 
e now in service proving the advantages of firing 
th C-E Tangential Burners. And another 125 units 
e under construction or on order. The more im- 
rtant of these advantages are: 


TTER COMBUSTION 

Tangential firing is fundamentally the best method 
firing any fuel — coal, oil or gas — particularly in big 
rnaces. Here’s why: 

1. The extreme turbulence created by impinging flame 
streams of adjacent burners assures the most effective 
mixing of all the air with all of the fuel to produce the 
most rapid and complete combustion. 


. The swirling, rotating travel of combustion gases fills 
the furnace cross-section and utilizes the heat absorbing 
wall surfaces most effectively. 


PERHEAT CONTROL 


irtually all tangential burners in large C-E utility 
ilers are of the vertically adjustable (tilting) design. 
is feature provides, in addition to the exceptional 
bustion efficiency inherent in tangential firing, a 
pree of superheat temperature contro] which cannot 
achieved with any other firing method. Here’s how: 


1. If steam temperature goes too high, the C-E Tilting, 
Tangential Burner nozzles automatically tilt downward. 
More furnace wall surface becomes effective. Gas 
temperature to superheater surface is lowered. Steam 
temperature comes down. 


. Conversely, if steam temperature drops below that 
efficient for the turbine, nozzles tilt upward, sending 
hotter gases to the superheater. Steam temperature 
goes up — automatically. 


s a result, the minimum gas temperature necessary 
assure proper superheat. is maintained. There is 
le need for desuperheating . . . minimum use of 


spray water .. . less chance of fouling turbine blades, 
Turbine availability is higher . . . efficiency is main- 
tained. 

In the most important areas of performance, there- 
fore, the tangentially fired unit has established itself 
in service over a period of many years as the best 
method of firing for big boilers. More recently it met 
similar success in smaller oil and gas fired units for 
capacities as low as 50,000 Ibs of steam per hour. 

A new catalog, PC 8, gives many more details. May 
we send you a copy? 


C-E Tangential Burners 
are now shop assembled 
with adjacent furnace 
tubes in place. The illus- 
trations below and at 
left clearly indicate the 
resulting advantages in 
transportation, handling 
and installation. 





%. 





as rials 














The versatility of the tangen- 

tial burner is well illustrated 
by this rather special design, made 
for a wide variety of fuels. This 
burner has nozzles for coal, oil, 
coke oven gas and — at the bottom 
— blast furnace gas. The latter is 
stationary—the rest are adjustable. 


This view of the firing floor of 

a large tangentially fired C-E 
utility boiler shows the clean-cut, 
uncluttered appearance which is 
typical of units of this type. 


COMBUSTION ENGINEERING & 


B-961 


Combustion Engineering Building * 200 Madison Avenue, New York 16, N. Y. 


STEAM GENERATING UNITS * NUCLEAR REACTORS * PAPER MILL EQUIPMENT * PULVERIZERS * FLASH DRYING SYSTEMS * PRESSURE VE 
HOME HEATING AND COOLING UNITS * DOMESTIC WATER HEATERS ° SOIL PIPE 
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lf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation of experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


simplifying and speeding up rate 

case groundwork . 

saving time and expense of participants 
cutting down “lag losses” 

increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 





Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 pages 
Price $12.56 


HIS companion volume deals with those procedura! 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practica! 
problems of conducting the case — 


> filing the application 
> introducing the evidence 


> examining the witnesses, etc. 


In fact, it explains the time-saving and effective ways ot 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 
The Formal Approach to the Rate Case 
The Attorney-Client Relationship 
Preparing The Petition or Application 
Preparing the Testimony 
Parties—Rate Complaints—Rate Investigations 
Negotiations Before Hearing— 
Prehearing Proceedings 
Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 


Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparabl« 


exposition and guide. 


o 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 
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FEBRUARY-MARCH 





Thursday—14 


Imerican Water Works 
-lssociation, New Jersey 
Section, holds winter 


luncheon, Newark, N. J. 


Friday—15 


National Society of Pro- 
fessional Engineers begins 
spring meeting, Charles- 


ton, S, C. 


Saturday—16 


Kentucky Independent Tel- 
ephone Association will 
hold annual _ convention, 
Lexington, Ky. Mar. 5. 
Advance notice. 


Sunday—17 


Annual Conference on 

High - speed Computers 

will be held, Louisiana 

State University, Baton 

Rouge, La. Mar. 5-8. Ad- 
vance notice. 





Monday—18 


Vinnesota Telephone Asso- 

ciation, Inc., begins annual 

convention, Minneapolis, 
Minn. 


Tuesday—19 
National Association of 
Corrosion Engineers will 
hold meeting, St. Louts, 
Mo. Mar. 11-15. Advance 

notice. 


Wednesday—20 


New England Gas Associ- 

ation will hold annual meet- 

ing, Boston, Mass. Mar. 21, 
22. Advance notice. 


Thursday—21 


Southern Gas Association 
begins sales exccutives’ con- 


ference, New Orleans, La. 


g 








Friday—22 


Vational Adequate Wiring 

‘onference ends 2-day an- 

ital discussion, Chicago, 
Til. 


Saturday—23 
Mid-West Gas Association 
will hold meeting, Minne- 
apolis, Minn. Mar. 25-27. 

Advance notice. 


Sunday—24 


North Central Electrical 

League begins annual up- 

per midwest electrical in- 

dustry convention, Minne- 
apolis, Minn, 


Monday—25 


American Society of Heat- 

ing and Air - conditioning 

Engineers begins annual 
meeting, Chicago, IIl. 





Tuesday—26 


Institute of Radio Engi- 

ieers begins western joint 

omputer conference, Los 
Angeles, Cal. 





Wednesday—27 


Electrical Equipment Rep- 

resentatives Assoctation be- 

gins annual meeting, San 
Antonio, Tex. 





Thursday—28 


Louisiana Telephone Asso- 
ciation ends 2-day annual 
convention, Shreveport, La. 





MARCH 
Friday—1 


Pacific Coast Electrical As- 

sociation, Business Devel- 

opment Section, ends 2-day 

meeting, San Francisco, 
Cal. 


@ 
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A Partnership Plan for Atomic 
Power Development 


Co-operation between government and industry rather 

than rivalry or discrimination is the only sensible key 

to American supremacy and success in the field of 
atomic energy development. 


By ROBB M. WINSBOROUGH* 


ISELY or unwisely, the impression 

has been created at home and over- 

seas that construction of lots of 
big nuclear-powered electric-generating 
plants will bring about a fast trip, at least 
halfway to the millennium. 

The hope has been held out to under- 
developed countries that nuclear power 
offers a quick way to attain living stand- 
ards comparable to the West’s and, more 





* Consultant, Middle West Service Company, 


Chicago, Illinois. For additional personal note, see 
“Pages with the Editors.” 


particularly, to those of the United States. 

Early in 1956, as part of the “Atoms 
for Peace” program and to raise living 
standards, President Eisenhower made 
available for nuclear power plants abroad 
44,000 pounds of fissionable uranium 
valued at about $500 million. (Roughly 
$11,000 a pound.) 

There have been few cautious voices. 
Hopeful assumptions have been made 
that — somehow — building a nuclear 
power plant will work a miracle and riches 
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will flow from it as from the horn of 
plenty. Little has been said publicly about 
existing cultural and economic traditions 
and patterns that may resist industrializa- 
tion. Nor has much attention been directed 
toward possible scarcity of local capital 
for investment, or lack of industrially 
skilled labor or undeveloped and inade- 
quate markets. 

Neither have the sociologists spoken up 
to point out what might happen in an 
already overpopulated area under the 
stimulus to population increase which usu- 
ally has accompanied industrialization. 


[ a very human way these questions 

and problems became invisible in the 
bright light of hope for the nuclear mil- 
lennium. 

At home something very akin to this 
has also been happening. Enthusiastic talk 
has been heard about unlimited free elec- 
tricity when atomic power arrived. There 
would be no more electric bills and the 
deserts would bloom under cost-free irri- 
gation. 

But the millennium proves stubborn. 
[It is slow in coming. The cold war has 
persisted. The light and power companies 
still send out bills for electricity. Irriga- 
tion still costs money. 

Something must be wrong. Somebody 
must be gumming up the works. 

With so many miracles promised it is 
easy to understand the impatience which 
broke out in Congress and in the 1956 
presidential campaign. The two Demo- 
cratic standard-bearers charged in various 
speeches that the United States was lag- 
ging behind other nations in peacetime 
atomic development. At Seattle, Adlai 
Stevenson said the reason was that Wash- 
ington had “abdicated its major responsi- 
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bility” in this field to private industry. 
The Atomic Energy Commission and the 
electric light and power companies were 
charged with an atomic fizzle. 


ee Albert Gore, Democrat of Ten- 

nessee and staunch supporter of TVA 
and government in the power business, 
introduced a bill which directed the 
Atomic Energy Commission to build 
six large-size nuclear electric-generating 
plants in different geographic sections of 
the country. They were to be built at 
AEC installations, for production of elec- 
tric power in commercially useful quanti- 
ties, to be used by AEC. The bill author- 
ized $400 million for this purpose. The 
Senate passed the bill but the House 
turned it down by a narrow margin. 

Hearings on the bill were held by the 
Joint Committee on Atomic Energy. Doz- 
ens of witnesses were heard. Supporters 
of the Gore Bill generally charged that: 
(1) The bill was needed to maintain 
America’s atomic world leadership; that 
we were losing the kilowatt race to for- 
eign countries that were making more 
rapid progress in nuclear power develop- 
ment than the U. S.; (2) the U. S. re- 
actor program was too limited in scope; 
(3) the electric industry talked about 
nuclear power but did not do anything 
and there was no guaranty industry prom- 
ises would ever be fulfilled; (4) the U. S. 
needed an “atomic yardstick” like the 
“TVA yardstick”; (5) the government 
should build the big commercial plants be- 
cause it had built the small experimental 
power reactors. 


. j ‘aE Atomic Energy Commission op- 
posed the Gore program. Chairman 
Strauss testified that the commission be- 





A PARTNERSHIP PLAN FOR ATOMIC POWER DEVELOPMENT 


lieved emphasis of governmental research 
and development work should be on the 
earlier stages of design, feasibility, and 
experiment, whereas emphasis of private 
industrial effort should be on construction 
of prototypes and their operation. 


HEN the Gore Bill died in the House, 
it also killed a proposed amendment 
to the Atomic Energy Act which would 
have provided governmental indemnity 
and granted limitation of liability for per- 
sons in the atomic energy program. This 
amendment would, in effect, have pro- 
vided excess insurance above the amount 
which can be bought from insurance com- 
panies for public liability of corporations 
operating nuclear energy electric power 
stations. The amendment was greatly 
sought by companies now building nuclear 
electric power plants. Its passage was also 
recommended by the congressional Joint 
Committee on Atomic Energy and agreed 
to by the Atomic Energy Commission. 
When the Gore Bill died, this amendment 
was not brought out of the committee. 
Section 202 of the Atomic Energy Act 
of 1954 requires that within the first sixty 
days of the new Congress the Joint Com- 
mittee on Atomic Energy shal! conduct 
hearings for the purpose of receiving in- 
formation concerning the development, 


q 


e 


growth, and state of the atomic energy 
industry. 


_ issues of the 1956 session are cer- 
tain to come up again and these hear- 
ings will provide a forum for airing the 
differences of opinion and the clash of 
viewpoints so apparent last year. 

Representative Melvin Price, Democrat 
of Illinois, member of the congressional 
Joint Committee on Atomic Energy, in a 
speech at the Atomic Industrial Forum in 
Chicago in September, promised to intro- 
duce into the 1957 Congress a combina- 
tion bill containing the indemnity provi- 
sions as Title I and the substance of the 
Gore Bill as Title II. This will revive the 
government ownership versus private 
ownership issue. 

The charges and countercharges are 
certain to be confusing, unless one reviews 
the record of what has been done and puts 
the issues into proper perspective. Then 
one can see more clearly the realities 
which underlie the controversy. One can 
better form a considered judgment as to 
the choice of courses of action and select 
one that best safeguards and advances the 
long-time interests of all the people of the 
United States. 

What does the record show? What are 
the relevant facts? What is the course of 


“HopeFuL assumptions have been made that—somehow— 
building a nuclear power plant will work a miracle and riches 
will flow from it as from the horn of plenty. Little has been said 


publicly about existing cultural and economic traditions and 
patterns that may resist industrialization. Nor has much atten- 
tion been directed toward possible scarcity of local capital for 
investment, or lack of industrially skilled labor or undeveloped 


and inadequate markets.” 


219 
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PUBLIC UTILITIES FORTNIGHTLY 


action best calculated to protect and ad- 
vance the welfare of the United States, 
and of the world? Let us try to find 
answers to these questions. 

From the inception of the atomic bomb 
idea in 1939 until August, 1954, the use 
of atomic energy was an absolute govern- 
ment monopoly in the United States. 


IX 1954 Congress decided the time had 

come to allow private industry to go 
ahead with development of commercial 
nuclear electric power. The 1946 (Mc- 
Mahon) Atomic Energy Act was revised 
and the new act became the Atomic En- 
ergy Act of 1954. Section 1 of that act 
declares it to be the policy of the United 
States that the development, use, and con- 
trol of atomic energy shall be directed so 
as to: 


a. Make the maximum contribution to 
the general welfare, subject at all 
times to the paramount objective of 
making the maximum contribution 
to the common defense and secu- 
rity; and 
Promote world peace, improve the 
general welfare, increase the stand- 
ard of living, and strengthen free 
competition in private enterprise. 


This 1954 act, for the first time, 
granted private industry permission to en- 
gage in development and construction of 
its own nuclear electric power plants, 
under license from AEC, and with the 
title to all fissionable materials remaining 
with the United States government 
through AEC. 

In 1953, before the act was revised, 
AEC had launched a five-year power re- 
actor development program costing $199 
million. It called for construction of five 
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types of reactors which were thought to 
have sufficient possibilities to warrant 
construction. They were: (1) boiling 
water, (2) pressurized water, (3) so- 
dium graphite, (4) aqueous homogene- 
ous, (5) fast-breeder. About the same 
time, AEC authorized the first full-scale 
nuclear electric power plant, a pressurized 
water reactor to produce 60,000 kilowatts 
of electric power. It was to be constructed 
by Westinghouse Electric Corporation and 
The Duquesne Light Company was to 
supply electrical generating equipment at 
its Own expense. 


N January, 1955, AEC announced a 

new power demonstration reactor pro- 
gram, for full-size nuclear electric-gener- 
ating plants. AEC offered developmental 
assistance, use of AEC laboratories, and 
fuel price waiver for seven years to groups 
that would build nuclear electric power 
plants. In September of 1956 AEC issued 
a second invitation under this plan, this 
time for proposals to develop, design, con- 
struct, and operate small power reactors. 

At the close of 1956, as a result of the 
AEC and industry activity, 20 nuclear 
electric power plants were in various 
stages of planning, development, and con- 
struction in the United States and Alaska. 

They will have an initial generating 
capacity of more than 1,462,500 kilowatts. 
That much has been publicly announced 
and the size of one of the plants had not 
yet been released at the year end. 

These nuclear electric-generating plants 
will represent a total investment of more 
than $574 million. Electric light and 
power companies will invest approxi- 
mately $350 million of their own funds to 
build 12 of these 20 plants. The AEC 
will contribute about $180 million toward 
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The Lead in the Atomic Power Race 


66‘ vERYONE concedes the desirability of maintaining our lead in nuclear 
technology. This means we must have a continuing, vigorous, and 


large-scale research and development program aimed toward new tech- 

niques, methods, and possible discoveries. This is one of the important 

and proper functions of AEC and Chairman Strauss has repeatedly so 

stated. Sound economical development of nuclear electric power ts more 

likely to occur if nuclear power is not made a vehicle for advancing the 
cause of government ownership.” 





the cost of all 20. Three municipalities, 
three co-operatives, one university, and 
one public power district will spend a 
total of about $40 million on eight of 
them. 

The electric-generating capacity from 
these nuclear power stations is expected 
to come into production as follows: 

72,500 kilowa 
10,500 is 
579,500 is 
220,000 
360,000 


200,000 
20,000 


1,462,500 kilowatts 





The 20,000 kilowatts shown with an 
uncertain date beyond 1964 are for a pro- 
totype plant still in the study stage. 


HE 12 electric company generating 
stations will have a capacity of 1,- 
292,500 kilowatts plus the size of the un- 
announced station. The other eight plants 
will have initial capacity of 170,000 and 
this will probably be raised to about 185,- 
000 before completion. 
Table I (pages 220, 221) shows ex- 
pected completion dates, size, name of or- 
ganization, cost to organization, cost to 
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conventional 


ing station. 


3. In 1955, 


electricity for 
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PUBLIC UTILITIES 


AEC, and total cost of all of these 20 nu- 
clear electric-generating stations, so far as 
the data have been publicly released. 

It takes three to four years to build a 
electric-generating 
where all the engineering is already well- 
known. It takes about four years to get 
a new jet fighter from the drawing board 
to the production line. It is six to nine 
years from the design stage to the first 
flight of a new jet heavy bombing plane. 


station 


HE record of the AEC, the electric 

light and power companies, and the 
equipment manufacturers in getting new 
nuclear electric-generating plants going so 
fast is a very creditable record. They all 
deserve public commendation for their ac- 
complishments. Look at them quickly: 


1. In December, 1951, the first elec- 
tric power (100 kilowatts) was gener- 
ated at the Argonne National Labora- 
tory, near Chicago. The heat was sup- 
plied by the AEC experimental breeder 
reactor under the direction of Dr. 
W. H. Zinn, then director of Argonne. 
This was two and one-half years before 
the Russians announced their 5,000-kilo- 
watt Moscow nuclear electric-generat- 


2. In 1953 the prototype for the 
power plant of the submarine Nautilus 
went into operation at the AEC testing 
station at Arco, Idaho. 
Nautilus was launched and has since 
cruised more than 50,000 miles without 
refueling. The second nuclear subma- 
rine is being tested now, the Seawolf. 


In 1954 the 


as a demonstration, the 
town of Arco, Idaho, received all of its 
lights from the nuclear 
power plant at the test station. 
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FORTNIGHTLY 


4. Electricity generated by nuclear 
energy at West Milton, New York, 
where General Electric has been build- 
ing the submarine reactor for the Sea- 
wolf, has been feeding into the system 
of the light and power company serving 
that area and is being delivered to cus- 
tomers along with the conventional 
energy generated in the company’s 
steam plants. 

5. At least 20, and probably more, 
nuclear electric-generating plants will 
go into operation in the U. S. in the 
next eight years, as shown in Table I. 

6. The uranium mining, refining, 
and processing industry has developed 
from virtually nothing in 1940 to an 
industry that in 1956 processed 3 mil- 
lion tons of ore into 6,000 tons of con- 
centrate, containing 66,000 pounds of 
fissionable U-235.* 


OD peices geen it seems unlikely that 
they will receive the credit they de- 
serve. It appears more likely that they 
will be severely criticized and charged 
with dragging their feet and holding up 
progress. Last year they were charged 
with “losing the kilowatt race” to Russia 
and England and these charges are almost 
certain to be revived. 

In reality, we have not lost the kilowatt 
race and no one’s feet are dragging. Amaz- 
ingly fast progress has been and is being 
made toward practical, reliable generation 
of electric power from nuclear energy. 
The progress is much faster and much 
more sure-footed than may appear from 
first glance at this complicated subject. 

To get the issue into proper perspective 
and to appreciate what has been done and 
what needs to be done we must back away 





1 Time, December 24, 1956, pp. 54, 55. 
















































a little from the controversy and survey 
the simple fundamentals of generating 
electric power. 

A short review makes a lot of things 
much clearer. 

Generating electricity is a simple thing. 

It only requires that we move a magnet 
near, into, or over a coil of wire. When 
we do that, we generate a current of elec- 
tricity in the wire. That is all there is to 
it—in theory—and in actual practice on a 
small laboratory scale. 

Electric-generating stations are built to 
do that simple job continuously on a big 
scale. The modern electric generator is a 
precision machine in which magnets can 
be spun at high speed inside of coils, or 
the other way around. The machines are 
big—some as big as half-a-million horse- 
power. They are rugged—built to give 
long, trouble-free life. 


W: need some form of dependable and 

economical motive power to spin 
these generators. The three most widely 
used forms are the steam turbine, the 
water wheel (hydraulic turbine), and the 
internal combustion engine. 

In the United States we generate more 
than three-fourths of all our electricity by 
using steam. The following comparison 
shows how we generated all of our elec- 
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tricity in the U. S. in 1955, a typical year: 


Steam-generated electric power .. 78.6% 
Hydroelectric power ............ 20.7 
Internal combustion power ...... 0.7 
Total U. S. electric power ....... 100.0% 


Sxe steam produces more than three- 

fourths of all our electricity, let’s take 
a close look at a steam-driven electric- 
generating station. 

What we have in a steam electric- 
generating station is, in effect, a big tea- 
kettle with a fire under it. The steam from 
the teakettle hits a fan mounted on a 
shaft carrying a magnet. Near the magnet 
is a coil of wire with an iron core running 
through it. The steam from the teakettle 
turns the fan, which spins the magnet. As 
the magnet spins, invisible lines of mag- 
netic force cut across the turns of wire in 
the coil and an electric current is produced 
in the coil. 

That is the way we generate electricity. 

Where atomic energy comes in is that 
it gives us a new kind of fire to put under 
the teakettle. Heat from nuclear energy 
can take the place of whatever fuel we 
had been burning. Everything else stays 
practically the same. 

The clamor to build atomic electric 
power plants boils down to a clamor to 
use a new kind of fire as a source of heat 
in generating electricity. 


TABLE II 
Electric Power Electric 
Capacity Power Capacity 
(Total Kw)? Per Person (Watts) 


Population 


United States 
Rest of World 


165,248,000 130,414,000 Kw 789.2 watts per person 
2,564,267,000 217,656,000 Kw 84.9 watts per person 





World Total 





2,729,515,000 348,070,000 Kw 127.5 watts per person 


2 World Power Data 1955, published by bureau of power, Federal Power 
Commission, Washington, D. C. August, 1956. 
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7 oe is no big change in the electric 

end of the generating station. A tur- 
bine can run on steam from any fuel, coal, 
oil, gas, atomic energy, or sawdust. A 
kilowatt-hour of electricity generated 
from atomic fuel has no special virtue. It 
is exactly the same as a kilowatt-hour gen- 
erated by any of these other fuels, or by 
water power or diesel engines. 

If the end product—kilowatts and kilo- 
watt-hours—is the same with all kinds of 
fuel, in a free, competitive situation, the 
choice of fuel would ordinarily be decided 
by selecting the most economical and de- 
pendable fuel. 

If atomic energy had been discovered 
at a quieter time in the world’s history 
the decision to use it or not to use it as 
fuel in an electric power plant would have 
been decided upon that basis. Dependa- 
bility and economy of operation have 
guided the United States electric light 
and power industry to its present position 
of pre-eminence in the world. Dependabil- 
ity and economy were the operating stand- 
ards that brought alternating current in 
place of direct, the steam turbine to re- 
place the reciprocating engine, and higher 
pressures and efficiencies that reduced the 
coal required to generate a kilowatt-hour 
from 20 pounds down to less than one 
pound. 

As each new improvement was pro- 
posed, it was tried out by a company that 
needed, or could benefit from, the prom- 
ised improvement. If the promised im- 
provement proved itself, then use of the 
improvement spread and soon it became 
the industry standard. Attempted im- 
provements that failed demonstrated their 
weaknesses quickly in a few places, at little 
total cost to the industry and at little in- 
convenience to the public. 
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Except for the intense domestic and 
international political pressures, that is 
what would happen to adoption of nuclear 
energy as a source of heat for electric 
power plants. 


BP vmcnggnnscs with high fuel costs would 
test nuclear reactors in an effort to 
reduce present operating costs. As com- 
panies tried them, improvements would be 
made. Succeeding reactors would be more 
efficient and more economical. These im- 
proved reactors could then compete with 
still cheaper fuel and the market for their 
use would expand. 

Very quickly, probably within the 20- 
to 30-year normal life of generating equip- 
ment, nuclear reactors would spread to all 
or nearly all of the areas where over-all 
power costs from nuclear heat could com- 
pete with over-all generating costs from 
conventional fuels. 

As conventional fuels became scarcer 
and more expensive, the area in which 
nuclear plants could compete would ex- 
pand further. Ultimately, nuclear fuels 
might be the sole source of heat for elec- 
tric power. 

Whether this happened or not would be 
a matter of over-all competitive cost—the 
cheaper method being the one most likely 
to be used. 

Freed of political pressure, that is about 
the way the electric industry would adopt 
nuclear energy as a source of heat for 
electric power generation. But nuclear 
energy is not free from political pressure 
and that is not the way the use of nuclear 
energy is going to be developed. Cold war 
pressures, the Atoms for Peace plan, and 
domestic political pressures seem conspir- 
ing to force us into a nuclear kilowatt 
race. 
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Atomic Fission Is a Fuel 


cé HE clamor to build atomic electric power plants boils down to a 

clamor to use a new kind of fire as a source of heat in generating 
electricity. There is no big change in the electric end of the generating 
station. A turbine can run on steam from any fuel, coal, oil, gas, atomic 
energy, or sawdust. A kilowatt-hour of electricity generated from atomic 
fuel has no special virtue. It is exactly the same as a kilowatt-hour gen- 
erated by any of these other fuels, or by water power or diesel engines. If 
the end product—kilowatts and kilowatt-hours—is the same with all kinds 
of fuel, in a free, competitive situation, the choice of fuel would ordinarily 

be decided by selecting the most economical and dependable fuel.” 





C is difficult to think of anything short 
of war that would be less helpful to 
the welfare of the United States at this 
time. 

Let’s look at our electric power situa- 
tion. 

The United States has 6 per cent of the 
population of the world. In the United 
States we have 374 per cent of all the 
electric power-generating capacity in the 
entire world. 

The United States has nine times as 
much power-generating capacity per per- 
son as the average of all the rest of the 
world. Table II (page 225) gives the 








most recent comparable power capacity 
and population figures. 

These figures drive home the dramatic 
and astonishing superiority of the United 
States in electric power capacity. In pass- 
ing, it should be mentioned that this has 
been and is one of the important factors 
which has helped the U. S. establish a 
standard of living so high as to seem in- 
credible to much of the rest of the world. 

It is a fact that the United States has 
nine times more electric power capacity 
per person than the average of the rest of 
the world. In terms of absolute power 
capacity, which is a measure of war poten- 
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tial, the United States has more electric 
power capacity than the next seven coun- 
tries combined. Table III (page 229) 
shows the most recent figures. 


T° connection with Table III, consider 
the Russian nuclear power program 
which has been used to frighten the Ameri- 
can people into believing the United States 
is being left behind in the nuclear power 
race. 

At Geneva, in 1955, the first Russian 
nuclear reactor was described. It was a 
conventional, graphite-moderated, water- 
cooled pilot model and was not claimed to 
be economical. 

Early in 1956 the Soviet Union an- 
nounced its plans to build nuclear power 
stations with capacity of 2-2.5 million 
kilowatts between 1956 and 1960. 

Their first large developmental plant is 
graphite - moderated, pressurized - water - 
cooled, which is entirely conventional. 
The Russians also announced that “up to 
ten types of pilot reactors” would be tried 
out. Three types remained unspecified 
but the other seven are less diversified 
than the list of reactors in the twenty 
United States nuclear power plants listed 
in Table I. 

The Russian program lists the reactors 
as: (1) water-moderated and -cooled, (2) 
graphite-moderated, water-cooled, (3) 
heavy water-moderated, carbon dioxide 
cooled, (4) boiling water, (5) homogene- 
ous, Uranium 233-thorium breeder, (6) 
graphite-moderated, sodium-cooled, (7) 
fast neutron fuel breeder, sodium-cooled.* 

None of these reactors is new nor star- 
tling, nor is there any reason to suppose 
they are superior to the types now under 





3“Nucleonics,’ McGraw-Hill, New York, Au- 
gust, 1956, pp. 31, 32. 
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in the 


development and construction 


United States. 


ly we accept the Russian program at face 

value and assume it is completed as 
stated, it would add 2.5 million kilowatts 
of electric-generating capacity to their 
present 32 million kilowatts, giving them 
34.5 million kilowatts. 

Our present United States electric- 
generating capacity is 130 million, and by 
1960, when the Russian nuclear power 
plants are due to be in operation, United 
States electric power capacity will have 
grown to about 160 million kilowatts. We 
will still have more than four times as 
much electric power as the U.S.S.R. and 
we will have more different types of 
nuclear power plants than the Russians 
say they intend to have. 

The British program is somewhat dif- 
ferent in kind but not much different in 
degree. Great Britain is faced with two 
urgent problems: (1) The need for plu- 
tonium in her atom bomb program and 
(2) England is running out of coal. 

Home-produced coal costs the English 
$11.20 a ton and it is the cheapest coal 
in Europe. At that price, Britain’s coal- 
fired clectric-generating stations produce 
electricity at about seven mills per kilo- 
watt-hour. But Britain is having to im- 
port some coal from the United States at 
$28 a ton. 

Against fuel prices of that order even 
present-day nuclear power plants have a 
good chance of competing effectively. 
When this high fuel cost is coupled with 
the operating credit allowed for the pro- 
duction of plutonium, the stated cost of 
generating a kilowatt-hour becomes de- 
pendent upon the government price for 
plutonium. Hence the power costs can be 























made to come out at any figure desired. 


A Stage 1 of her program, Great 
Britain will build seven large graph- 
ite-moderated, carbon dioxide-cooled nu- 
clear power stations in the next four 
years, with a total capacity of approxi- 
mately 730,000 kilowatts. Stage 2 of the 
plan provides for nine additional graphite- 
moderated, sodium-cooled plants for com- 
pletion by 1965. These nine stations will 
have a total capacity of about 1.2 million 
kilowatts. 

When all of these plants are finished 
and added to the present power capacity, 
Great Britain will have a total of 26,- 
430,000 kilowatts in 1965. At that time 
the power capacity of the United States 
will have grown to be about 200 million 
kilowatts. Where we now have about five 
times as much power capacity as Great 
Britain, we will then have about eight 
times as much. 

From the announced programs of the 
Soviet Union and Great Britain it be- 
comes clear that talk of losing the “kilo- 
watt race” is based upon misunderstand- 
ing. The United States is in no danger 
of losing the kilowatt race, either in total 
kilowatts or in kilowatts of nuclear power. 

But we may be in real danger of being 
stampeded into building large numbers of 
big nuclear power plants before we have 
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found out the best type of reactor to 
build. We will then have irrevocably com- 
mitted a large amount of technical skill 
and time and a considerable amount of 
valuable materials in a worthless cause. 

Unless the nuclear power plants can 
produce electricity at an over-all cost truly 
competitive with over-all cost of electricity 
from conventional generating plants, the 
nuclear plants will be an unnecessary 
drain upon scarce technical and scientific 
talent and a waste of material resources of 
the nation. 


T present only the government can own 
fissionable materials. Hence, all 
prices of nuclear fuels are dependent upon 
what the government decides the price 
should be. It is therefore difficult, if not 
impossible, to determine what the actual 
cost of nuclear power really is. 
Dr. W. H. Zinn, former director of 
Argonne National Laboratory, stated :* 


Power reactors are not developed to 
a degree which allows firm estimates 
of the power production costs. . . . Such 
studies always have included a credit 
for the by-product nuclear materials 
which are produced. . . . Since the only 
customer for the by-product materials 





4Senate Report No. 2390, June 29, 1956, 84th 
Congress, 2nd Session, Civilian Atomic Power 
Acceleration Program, Appendix I, pp. 18, 19. 


III 

Power Capacity Population 
32,000,000 Kw 200,200,000 
24,500,000 ” 50,968,000 
17,150,000 ” 50,366,000 
16,240,000 ” 42,774,000 
13,971,000 ” 15,818,000 
13,500,000 ” 89,269,000 
12,587,000 ” 48,107,000 

129,948,000 ” 497,502,000 

130,414,000 ” 165,248,000 
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is the government, the power cost is 
determined by government policy with 
respect to the price of by-product mate- 
rials. 

Since the power reactor industry is 
not developed, it is unwise to issue 
great claims for the economic advan- 
tage of one reactor type over another. 
Rather, at the present time, it is well 
to assess the potential competitive status 
of nuclear power. The choice of a spe- 
cific reactor type and design by com- 
mercial builders and operators will 
probably be based more on which re- 
actor features have the most develop- 
ment background and operating experi- 
ence than on any cost analysis. .. . 

With probable: operating and 
maintenance costs of 1 to 1.5 mills per 
kilowatt-hour, a total power production 
cost of 8 to 12 mills per kilowatt-hour 
is not unreasonable to expect from a 
second round of large power reactors. 
The following table from the McGraw- 
Hill reference’ illustrates the level of 
confidence which is shown for the nu- 
clear power industry : 


Power Reactor Electrical Production Costs, 
Mills Per Kilowatt-hour 


“More 
Distant 
“Near Future Future 
Reactors” Reactors” 
Fixed Charges: 
CO a 4.8 to 6.4 32 
Fuel Inventory .. 1.0 to2.5 0.5 
Fuel Fabrication and 
Separation ...... 1.2 to 1.7 0.2 
Fissionable Material 
Make-up ........ 0.0 to 0.4 —0.3 
Operation and Main- 
REMANCE ....40.55. 1.0 to 1.5 0.5 
BERD. Cessickscexs 8.0 to 12.5 4.4 


The costs in this table include no ele- 
ment of research and development, nor 





5 Nuclear Engineering Handbook, McGraw-Hill 
Book Co. (To be published.) 
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is escalation considered. The headings 
“Near Future” imply about ten years, 
the “More Distant Future’ about 
twenty-five years. These figures may 
be compared with an average cost of 6 
to 7 mills per kilowatt-hour from cur- 
rent United States private utilities 
using fossil-fueled plants. The very 
best, large generating stations now be- 
ing built or planned for locations in the 
heart of the coal region are expected 
to produce power at 3.5 mills per kilo- . 
watt-hour.® It is seen that the nuclear 
power industry is expected to become 
competitive with the best. 


i hens four important points in what 
Dr. Zinn has said: 


A. The cost of present-day nuclear 
electric power is higher than the cost 
of power from conventional fuels. Pres- 
ent-day nuclear costs being about 8 to 
12 mills compared to 6 to 7 mills for 
conventional fuels. 

B. In about twenty-five years, or 
possibly sooner, nuclear electric plants 
are expected to produce power at about 
the same cost as the best present-day 
steam-electric plants. 

C. It is expected that there will be a 
negative cost for fuel consumed. This 
means that the breeder reactors are 
expected to be the reactors of the fu- 
ture. 

D. If ownership of uranium and 
other fissionable materials is then still 
a government monopoly, and the value, 
or price, of fissionable materials is set 
by government edict, the cost of nuclear 
electric power production will still be 
dependent upon government edict and 


6 “The Geography of Aluminum Changes Again,” 
Business Week, June 16, 1956, pp. 88-103. 
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not upon operating economies or effi- 
ciencies. 


N~’ let us summarize what we have 
been over and see if it begins to 
point toward an intelligent course of ac- 
tion to be followed in the long-time in- 
terest of all of the people in the United 
States. 

1. The United States now has 374 per 
cent of all the electric power capacity in 
the world. We have more than the next 
seven countries combined, which include 
Russia, Great Britain, West Germany, 
France, Canada, Japan, Italy. We have 
nine times as much electric power per per- 
son as the average of the rest of the world. 

2. In the United States at the present 
time and probably for some years to come, 
electric power from nuclear energy will 
cost more than electric power from con- 
ventional fuels. 

3. It is not in the interest of the United 
States and it does not make any sense for 
the U. S. to get trapped into a race with 
other countries to see which country can 
generate the most kilowatt-hours from 
nuclear energy. A kilowatt-hour gener- 
ated with nuclear energy is exactly the 
same as a kilowatt-hour generated with 
steam or water power or diesel engines. 
A pure “kilowatt race’’ is senseless as a 
nuclear power policy for the U. S. 

4. There are at least 100 possible com- 
binations of moderators, coolants, and 
fuels for reactors. Probably twenty com- 
binations now known appear promising 
for economic power production. 

5. The cost of present-day conven- 
tional fuels will slowly rise over a period 
of time because of higher transportation 
cost and higher mining, extraction, and 
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processing costs as the best located de- 
posits are used up. ; 

6. Greater nuclear knowledge and im- 
proved nuclear reactors will steadily im- 
prove the efficiency of nuclear power gen- 
eration. 

7. Until there is a free market some- 
where for fissionable materials it is im- 
possible to determine the real cost of 
generating nuclear electric power. 

To what course of action do these facts 
point? 


oe concedes the desirability of 

maintaining our lead in nuclear tech- 
nology. This means we must have a con- 
tinuing, vigorous, and large-scale research 
and development program aimed toward 
new techniques, methods, and possible dis- 
coveries. This is one of the important and 
proper functions of AEC and Chairman 
Strauss has repeatedly so stated. 

Sound economical development of nu- 
clear electric power is more likely to occur 
if nuclear power is not made a vehicle for 
advancing the cause of government owner- 
ship. 

Our wise course of action would seem 
to include at least these things: 

Use AEC funds vigorously to defray 
research and development costs on proto- 
type plants embodying reactor concepts of 
an advanced type. This is a continuation, 
and possibly an acceleration, of the AEC 
program already in operation. 

Continue and expand the training and 
schooling program for nuclear technicians 
at the Oak Ridge National Laboratory so 
as to add to the pool of trained man power. 


into effect the suggestion made by 
Chairman Willis Gale of Common- 
wealth Edison Company before the 
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Atomic Industrial Forum in Chicago 
September 26, 1956, that “The utility con- 
structing a ‘demonstration’ reactor as part 
of the AEC program should pay an 
amount on the basis of which the power 
costs, including fixed charges, operating 
expenses, and fuel costs, would be the 
same as the cost of power produced by 
conventional facilities. This would mean 
that a utility in a high-cost fuel area 
should be able to pay more per kilowatt 
than a utility in a low-cost fuel area. The 
contribution by the AEC would be the 
difference between the utility’s investment 
and the total cost of the plant... . The 
amount spent by the government would be 
truly a research and development cost— 
an amount to achieve competitive nuclear 
power which is in the interest of all the 
people. . . . This policy should be con- 
tinued on a basis designed to minimize the 
public versus private power controversy. 
I suggest that the number of government 
dollars spent for each be roughly propor- 
tional to the present amount of public 
power as compared with the present 
amount of private power.” 
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Build no more large “demonstration” 
reactors than are actually needed to col- 
lect an adequate amount of operating data 
to form a reliable judgment as to the eco- 
nomic worth of each particular reactor 
concept tested by “demonstration”’ plants. 

Publish and make available to industry 
the power cost data on each of the demon- 
stration reactors. 

Pass an indemnity statute to protect 
operators of nuclear installations against 
excessive public liability beyond the reach 
of commercially available insurance pro- 
tection. 


w these points are followed and this line 

of action is coupled with governmental 
action which facilitates export and con- 
struction of reactors in foreign countries 
with deficient or high-cost fuels, we will 
maintain the U. S. leadership in nuclear 
technology, assist other countries to ob- 
tain more economical and larger supplies 
of electric power, and avoid the danger 
of trapping ourselves into a large govern- 
ment ownership program for nuclear 
energy. 





The Real Giveaway 


& ee is no giveaway when tax-paying private enterprise 

develops the natural resources of this country, whether 
through harnessing of water power or through the mining and 
processing of coal or iron ore or lead or silver or gold or through 


the tilling of the soil. 


“The real giveaway occurs when the federal government itself 
builds and operates power plants with the tax moneys collected 
from all the taxpayers of the nation and then sells the electricity at 
less than its real cost to a preferred group of people. A portion of 
your tax money and my tax money is thus ‘given away’ to such 


preferred electric customers.” 


—WALTER H. SAMMIs, 


President, Ohio Edison Company. 
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Cost as a Basis for Gas Field 


Price Fixing 
One of the most controversial factors involved is the FPC’s use 
of traditional cost methods as applied to producer rates. This 
article, from the standpoint of one engaged in the gas distribution 
business, although expressing only his personal opinion, explores 


the possibilities and variations of cost price regulation in the field 
of natural gas production. 


3y CHARLES H, FRAZIER* 


HE 85th Congress will almost cer- 

tainly have to cope with a variety of 

bills to amend the Natural Gas Act, 
as it relates to the regulation of field prices 
of gas sold in interstate commerce. These 
bills will range from proposals by those 
who believe in strict regulation over these 
prices, designed to enable the Federal 
Power Commission to streamline its ac- 
tivities rather than to curtail its powers, 
to bills designed primarily to accomplish 





* Member of the staff, Philadelphia Gas Works. 
For additional personal note, see ‘Pages with the 
Editors.” 


the latter purpose, leaving little check to 
natural gas prices, save the law of supply 
and demand. Most of these bills, it now 
appears, will provide for some measure of 
federal regulation of field prices. A key 
question in their evaluation, however, will 
be, “Should the Federal Power Commis- 
sion consider the cost of producing gas in 
regulating field prices, or should it con- 
sider only the market price, no matter how 
derived ?” 

In providing an answer to this question, 
it is necessary first to restate the reasons 
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why regulation is necessary at all; for 
learned economists for the producing com- 
panies have submitted pages of testimony 
before the Congress and the Federal 
Power Commission to prove otherwise. 
Their usual argument is that the law of 
supply and demand is the most perfect 
mechanism yet devised for attributing 
value to a commodity, and that regulation 
is, therefore, hardly necessary—perhaps 
only in instances of community of interest, 
or affiliation, between producers and pipe- 
lines. Their arguments appear persuasive, 
in abstract, and conform to orthodox eco- 
nomic theory; it is when they apply gen- 
eral economic theory to this particular 
problem that they go astray. 


A economist in the Tidewater proceed- 
ing (Docket G-9932), for instance, 
makes a great point of the difference be- 
tween regulating distributors’ rates, 
where he says, because of monopoly con- 
ditions, this is necessary to protect the 
public interest; whereas he says with 
“competition” prevailing in the field, the 
same monopoly conditions do not exist 
and the law of supply and demand can be 
allowed to operate. There are two things 
wrong with this and similar arguments. 
One is the fallacy that gas distributors 
have a monopoly, which hardly needs 
elaborating for Pustic UTILities Fort- 
NIGHTLY readers. The second is that com- 
petition (between producers) prevails in 
the field; with the concomitant thesis that 
the buyer of the product (the pipeline) 
has a predominant interest in keeping the 
price as low as possible, and has a “value” 
in his own mind above which he is unwill- 
ing to go. As has many times been pointed 
out, the pipelines do bid for the gas they 
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seek — against each other — with each 
round of bids bringing higher prices. 

They have little difficulty, in the usual 
instance, in passing on this increase to dis- 
tributing companies, which, under the 
present pattern of natural gas purchasing, 
are committed to long-term contracts, 
whatever the price. 


Fe a good half of the country, the point 

has not yet been reached where the city 
gate price for natural gas is so high that 
distributors refuse to agree to purchase ad- 
ditional natural gas from their pipeline 
suppliers. Consequently, these pipelines 
can, with impunity—and this the produc- 
ers know—pay higher and higher prices 
as they purchase supplies to meet the year- 
by-year increases in the distributing com- 
panies’ requirements, and, equally impor- 
tant, as they replace gas reserves currently 
being used up. Thus, for this important 
segment of the market, there is little or no 
brake upon inflationary gas prices by the 
“law of supply and demand”; and the 
point of equilibrium is still quite a long 
way down the road. 

In the other half of the country, the 
price of gas, as delivered in the market 
place, has already reached the point where 
further increases will jeopardize gas’ com- 
petitive position. The pipelines serving 
the East and the North no longer are con- 
fronted with an insatiable demand for 
additional supplies. However, as_ the 
economy expands, growth requirements 
must be met, and, in addition, replacement 
must be made of supplies currently being 
used up. Consequently, while such pipe- 
lines may stay out of the natural gas- 
purchasing race during any one year, or 
maybe two, sooner or later they must get 

















back in, and pay whatever price has been 
arrived at in the one-sided competition be- 
tween buyers serving nearer markets. The 
price they pay, therefore, is bound to go 
up, in the absence of regulation of natural 
gas field prices, no matter how conscien- 
tious they may be in attempting to bargain 
on behalf of their customers. 


HE test of a free market is one where 
the buyer and seller can come to- 
gether, each with his own concept of the 
value of the product, and where they are 
each free to walk away if they do not like 
the price. It is the position of many gas 
distributors that the state of the market 
for natural gas is such that this type of 
situation has ceased to exist. They hold 
that the real purchaser is rarely at the bar- 
gaining table when gas supplies are auc- 
tioned off, and his concepts of vulue are, 
therefore, not available when the price is 
set. Moreover, under the terms of most 
existing contracts, the field price of gas 
already committed to distributors may be 
increased overnight, by as much as 100 
per cent, through operation of favored 
nation or other formulary price rede- 
termination clauses about which we have 
all heard so much. 
Accordingly, it is the belief of these dis- 
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tributors that, in the light of the wide 
public interest involved and the lack of 
other protection of the ultimate consumer, 
some form of effective price review by a 
competent public agency must be applied 
at the beginning of the interstate journey. 


Is Cost Necessary? 


| i this view is valid, and there is a sound 
basis for imposing price regulation on 
these transactions, it follows that the es- 
sence of such regulation involves a bal- 


« ancing of interests between the producer 
‘and the consumer; and this, in turn, 


= 


means economic interest. Thus the im- 
pact on consumers of increases in the field 
price of natural gas must be considered 
by the regulatory agency —FPC—and, by 
the same logic, the need of the producers 
for higher prices must be established. 
Finally, need must Telate to economic fac- 
tors in the finding and producing of natu- 
ral gas, if regulation is to mean anything 
at all, and not merely to market price fac- 
tors resulting from competitive bidding 
by pipelines. This, in turn, means that 
cost evidence is an essential element in 
these regulatory proceedings. 

The commission has already recognized 
this in a recent producer rate proceeding, 
involving Union Oil of California 


“THE 85th Congress will almost certainly have to cope with a 
variety of bills to amend the Natural Gas Act, as it relates to 
the regulation of field prices of gas sold in interstate commerce. 


These bills will range from proposals by those who believe in 
strict regulation over these prices, designed to enable the Fed- 
eral Power Commission to streamline its activities rather than 
to curtail its powers, to bills designed primarily to accomplish 
the latter purpose, leaving little check to natural gas prices, 
save the law of supply and demand.” 
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(Docket G-4331),’ holding that this is 
necessary under the law as it now stands. 
It is submitted that it will still be neces- 
sary under any amended law which, to 
quote the President’s veto message, is to 
include “specific language protecting con- 
sumers in their right to fair prices.” The 
problem then is not “if,” but “how” can 
cost be found and related to prices. 


A New Regulatory Technique Needed 


[ is a foolhardy man indeed who ven- 
tures into this uncharted sea. As one 
who has participated in many proceedings, 
formal and otherwise, where this has been 
an issue, I am well aware of the many 
divergent and conflicting views on the 
subject. There are differences between 
branches of the gas industry and among 
the distributors themselves, so what fol- 
lows must of necessity be one man’s view, 
evolved from many strenuous but helpful 
discussions on the subject. 

It would be well at the outset to de- 
molish two straw men created by those 
who do not want any regulation at all: 
(1) We are not talking about “utility 
type, original cost, rate base regulation” ; 
nor are we contending that (2) there is 
any single, exactly determinable cost for 
each supply of gas subject to regulation. 
If the producers would accept this, their 
difficulties with the cost concept would 
markedly diminish and, with their con- 
structive help, fair and workable regula- 
tory principles could be developed to in- 
clude a proper recognition of the cost 
element. I am sure they would agree with 
us that they do know what it is costing 
them to discover and produce oil and gas, 
know how these costs are changing, over 
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the years, and have available reasonable 
cost allocation methods, as does any other 
multiproduct producer, which enable 
them to assign ranges of values to each 
product. I am confident, therefore, that 
producers can submit, in appropriate pro- 
ceedings before the commission, meaning- 
ful data which can guide it in determining 
the equity of requests for higher field 
prices. 


F , ern it is suggested that the 
Federal Power Commission would 
do well to lay aside methodology previ- 
ously employed, of attempting to ascertain 
for each particular supply the exact cost 
of discovering and producing that supply, 
including a specific “return” on the capi- 
tal investment in that particular unit of 
production—a well-nigh impossible task. 
Instead, it is suggested that, in this field 
of regulation, the consumers’ best inter- 
ests will be served if we establish as the 
objective revenues from gas sales suffi- 
ciently high—but no higher—so as to fos- 
ter the continued exploration and dis- 
covery of new supplies, to keep step with 
the country’s growth and to replace sup- 
plies currently being used up; and that, 
accordingly, the general economic “well- 
being”’ of the gas department of a produc- 
ing company be the standard, rather than 
rate of return on a particular amount of 
invested capital. This bears a close re- 
semblance to the operating ratio theory 
under which certain transportation agen- 
cies are regulated. 

It should be borne in mind in this con- 
nection—and this is one of the principal 
bases for the conclusion above stated— 
that the costs of discovery are the princi- 
pal elements in the over-all cost picture 
of a producing company. Furthermore, 
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True Value of Gas as Such 


64 (;* has no ‘intrinsic value’ under the Arabian desert—or even under 

the Gulf of Mexico. It HAs value if found and brought to the sur- 
face within economic piping distance of a market. When part of this process 
has been completed—t.£., the approximate finding phase—and this cost re- 
corded, the LAND under which gas is believed to lie does acquire ‘intrinsic 
value’ over and above its value as farm land. This is measured in the cost 
to the producer of acquiring either the land itself or the right to produce 
gas from it, all of which cost finds its way into the cost of gas as we have 

suggested 1t be determined.” 





such costs, as the economists point out, 
can never with any accuracy be derived 
for a particular unit of production, since 
there must be assigned, to be fair to the 
producers, the cost of not discovering gas 
or oil; and in giving effect to such costs, 
it is obviously impossible to attribute to 
the cost in a particular field, the one cor- 
rect amount for the cost of failure. 


HERE is another reason for not taking 
the cost of discovering and producing 
from a particular field or area as the cri- 
terion of cost to be used in judging the 
fairness of a natural gas price. Thus, if 
this practice were carried to its logical 








conclusion, a set of rates would be ac- 
cumulated which would relate only to past 
costs of discovery, and, in consequence, 
the revenues received by a producer for 
his natural gas might well not be sufficient 
to encourage him to continue in the ex- 
ploration of gas and so to continue to 
block out reserves ahead of production. 
Where a producing company finds it has 
exhausted its opportunities of finding gas 
in the better explored areas, the distribu- 
tor’s best interests will be served if it is 
encouraged to branch out into entirely 
different areas. Thus, it is to the interest 
of a gas-distributing company on the 
East coast that additional gas reserves be 
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discovered in Wyoming, even though it 
may never receive such supplies; because 
by that discovery the total reserve of the 
country will be improved and the pressure 
on the existing reserves from which this 
East coast company draws will be reduced. 

A further reason for considering the to- 
tal cost picture for a gas-producing com- 
pany is the difficulty of proration between 
its gas and oil divisions. This will be dis- 
cussed below, but suffice it to say at this 
point that the problems with respect to 
cost assignment to a particular field in- 
crease in geometrical ratio when we throw 
in the complication of cost proration be- 
tween gaseous and liquid fuels. 

For the reasons above stated, it is be- 
lieved that the Federal Power Commission 
should familiarize itself with the entire 
production cost record of a company 
whose rates are under investigation, with 
principal emphasis, of course, on its gas 
division. Some might argue that the gas 
division, even on the basis of the most 
logical proration of costs, would not need 
to be particularly profitable, if the com- 
pany’s over-all profit picture were favor- 
able. However, we are interested in gas 
exploration and development, and it does 
not appear logical that gas distributors 
and their customers should attempt to get 
a “free ride” on a company’s success with 
its oil business. 


Cost Allocation between Oil and Gas 


ee the single most important ele- 

ment in deriving cost is the method of 
allocating common costs as between gas 
and liquid petroleum products. Producers 
have suggested, as a basis for the alloca- 
tion of cost between gas and oil, the rela- 
tive heat content of the two products. This 
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has the virtue of simplicity, but nothing 
else. Gas and oil are chemical compounds 
and their values derive from their chemi- 
cal and physical characteristics. Heat con- 
tent is only one of these characteristics, 
and taken by itself is a misleading indi- 
cator of value. Gas is called the “premium 
fuel”—at the point of consumption—but 
it is oil which is the premium fuel at the 
wellhead—and for two simple but con- 
trolling reasons: being more compact, it 
is much cheaper to transport to the market 
place, and it is a much cheaper source of 
mobile power—gasoline—for which the 
American public pays more than for all 
other oil and gas products combined. 
Then, too, what credit should be given 
the gas side for the important rdle gas 
plays in maximizing the amounts of oil 
realized from underground reservoirs and 
bringing it to the surface? 

[t would be nice if these and other 
pertinent factors could be put together in 
a formula—but if discoverable at all, this 
formula might be so complex as to be 
impractical of use. Instead, there exists 
at least one logical basis—the relative 
values put on these two products by the 
producers themselves in the pre-Phillips 
period, let us say the five years ending 
1953. By using such a standard, a “least 
common denominator’ for the relative 
merits of the two hydrocarbons can be 
arrived at. 


ne highly important problem is 

the question of whether producers 
should include, in their cost base, the 
federal income tax they might have paid 
were they not eligible for the special treat- 
ment provided them under the tax laws. 
This is a large item, since, because of this 
treatment, many producers pay only a 

















nominal tax. Were this knotty problem 
to be considered by itself, it might be diffi- 
cult to solve, with equities on both sides. 
However, if coupled with the problem of 
cost of money, the answer may be seen 
more clearly. Thus, because of the favor- 
able tax treatment accorded producers, 
they are able to explore for further sup- 
plies of oil and gas with money which 
would otherwise be paid in taxes. This, 
in turn, permits them to raise any addi- 
tional capital funds needed at a very fa- 
vorable rate, and the price-earnings ratio 
of companies engaged primarily in oil and 
gas production is usually far higher than 
the corresponding figure for companies in 
the utility field, where theoretically the 
investors have better protection. It is 
fair to say to the producers, therefore, 
“Yes, you may keep the advantage Con- 
gress has given you, of exploring with 
funds which would otherwise be paid in 
taxes; but you in turn have to concede 
the fact that, as a result of this, your cost 
of money is very low.” 


Pp” in another way, the commission 
would appear to have the alternative 
of allowing federal income taxes as they 
would theoretically be paid, and holding 
the cost of money down to the relatively 
low rate set by the market for producers’ 
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securities ; or, on the other hand, allowing 
the substantially higher cost of money 
which would result if it were necessary 
for producing companies to speculate, in 
their exploratory efforts, with funds se- 
cured from investors. It is submitted that 
either approach will produce approxi- 
mately the same result. Whatever the 
treatment, however, the key to the solu- 
tion of this problem is to handle the tax 
item in the light of the purpose for which 
Congress gave the concession in the first 
place—exploration—and the use to which 
the producers generally put the funds 
which would otherwise be paid in taxes. 


O hee question arises as to whether a 

uniform system of accounts is essen- 
tial for the purpose of reviewing costs. 
Certainly, it would be far easier for the 
commission if it could require such a 
system, and require that all operating and 
capital costs be restated in accordance 
with it. 

However, the regulatory pattern here 
under consideration does not seem to indi- 
cate such a requirement. Oil companies 
are not being regulated, and, until the Con- 
gress requires otherwise, it should be with- 
in the managerial prerogative of such com- 
panies to determine how they wish to 
classify the various costs incurred, as be- 


the principal elements in the over-all cost picture of a produc- 


q “It should be borne in mind . . . that the costs of discovery are 


ing company. Furthermore, such costs, as the economists point 
out, can never with any accuracy be derived for a particular 
unit of production, since there must be assigned, to be fair to 
the producers, the cost of NoT discovering gas or oil; and in 
giving effect to such costs, it is obviously impossible to attribute 
to the cost ina particular field, the one correct amount for the 


cost of failure.” 
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tween operating and capital accounts and 
within the operating account categories. 
The commission should, however, require 
that the cost method employed by a par- 
ticular company be consistent, that it be 
clearly stated, and that it be in sufficient 
detail so that the significant elements can 
be identified, and prorations as between 
gas and oil properly applied. 


I the light of the experience of the past 

two years, the following hypotheses are 
suggested as a guide in determining pro- 
ducers’ gas costs: 

The traditional rate base approach can- 
not be used. This approach is valid if (1) 
the ratio of capital to income is high, as 
it is with electric, gas, and water com- 
panies; and (2) the costs incurred in a 
given year relate primarily to the sales 
of that year. Neither condition is present 
in the gas-producing industry. Here the 
operating ratio method of regulation 
seems indicated. Attention should be con- 
centrated on the income statement of the 
gas division for the test year, with appro- 
priate allowance made for the cost of capi- 
tal (including the element of profit). Also, 
because of fairly wide year-to-year varia- 
tions in exploratory and development 
costs, the technique of “normalizing” will 
undoubtedly need to be brought into play. 

Absolute cost 1s not obtainable, because 
of the problem of proration as between oil 
and gas. This is a truism, and requires no 
further elaboration. 

In considering the various costs of ex- 
ploration and production of oil and gas, 
reasonable attempts must be made at seg- 
regation of individual items ; but for many 
elements this will not be practical, and 
these costs therefore must be considered 
joint and suitably allocated. Thus, dis- 
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covery cost is one of the most significant 
cost elements, and it is the exception 
rather than the rule where it is possible 
to segregate costs attributable to gas dis- 
covery from those related to oil discovery. 


_ proration is necessary as be- 

tween gas and oil, relative value at 
the wellhead should be the basis. The de- 
ficiencies of other methods have been dis- 
cussed. In the course of further study, 
and with the producers’ co-operation, bet- 
ter yardsticks may be evolved; but in the 
light of what we now know, the values 
attributed by producers in the period pre- 
ceding effective field price regulation pro- 
vide the soundest starting point. 

Costs should not be limited to a par- 
ticular field but should be considered for 
an appropriate division of the company as 
a whole. This may well be the continental 
United States, although sections that are 
entirely distinct geographically, such as 
the Appalachian region and the Williston 
basin, or California, might be separated 
therefrom. 

The cost base should be the records of 
an individual company and not of a group 
of companies in any particular field. This 
may produce varying prices in the same 
area, but supply contracts from the same 
reservoir now often bear different prices ; 
and there is little more logic to the pattern 
of differentials between fields. There would 
appear to be no overriding reason why gas 
prices must in the future be more uniform 
than they are now. 

In the process of regulation, the com- 
mission will acquire a good basic back- 
ground in cost levels, which should also be 
taken into consideration in determining 
rates for an individual company. Thus, a 
company fortunate enough to have a very 
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Undesirable Escalation Clauses 


— is hoped that the commission will adopt Rule R-153 outlawing un- 
desirable escalation clauses in new contracts; and this might well 
be extended to existing contracts, after an initial renegotiation. In the con- 
sideration of such increases, and other requests for increases that may 
come before it, the commission could well concern itself with changes in 
cost which have taken place since the contract was negotiated, rather than 
the current cost level. Equity requires that the originally agreed-upon price 
be given proper weight, but where cost conditions have altered appreciably, 
the extent of the change should certainly be a factor in the amount of 
increase allowed, so long as the resulting price remains within the ‘fair 
commodity value’ range.” 











good cost record should not necessarily 
be penalized for having been successful in 
finding gas cheaply, and, conversely, the 
high-cost company may not be able to 
recover the full, theoretically allocated gas 
cost. 

With this background, the commission 
can reduce to a minimum the regulatory 
burden on small producers. No more 
crocodile tears need be shed for the farmer 
with one well. The establishment of 
ranges of values should enable FPC 
largely to relieve small producers of their 
regulatory responsibilities under the act; 
and only where a producer can negotiate 


a price outside of this range, would he 
have to justify the higher price. 

Precise accuracy should not be claimed 
for these determinations, but rather the 
costs arrived at should be viewed as rea- 
sonable standards against which may be 
judged whether or not a given price ts 
suitable, in being properly compensatory 
and properly encouraging of further ex- 
ploration. 


Methods of Application 


\ \ Jitu cost finding as above described, 
it should be possible for FPC to de- 
termine, within reasonable limits, a pro- 
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ducer’s cost /evel of finding and producing 
natural gas. There still remains the com- 
plex problem of applying such a finding 
in a specific rate case, where many other 
elements of value must be considered. 
Here the location of the field becomes im- 
poriant, in its accessibility to the pipeline 
and to the market, the size of the reserve, 
the conditions of delivery, and other ele- 
ments which may be unrelated to cost 
itself. 

The solutions to this problem will 
only be evolved as a result of many pro- 
ceedings before the commission, and some 
no doubt in the courts. Certainly no pat 
answer will suffice; but the suggestions 
herein advanced would be incomplete were 
I not to sketch in broad strokes at least, 
the general framework in which this cost 
concept is advanced. 

This framework contemplates the es- 
tablishment for wide producing areas; 
e.g., Texas railroad districts, of bands of 
values—the term “fair commodity value” 
has been suggested—with the minimum 
for the band in the order of the average 
realization for a base year—say 1954— 
and a maximum, or ceiling, at the level 
of the prices in contracts negotiated dur- 
ing the past few years. Enough has been 
seen of cost figures to make it appear that 
they will in most cases fall within these 
bands—though probably toward the lower 
limits. 


- is next necessary to distinguish be- 

tween proceedings involving initial 
prices and those where increases in prices 
are sought. In the case of the former, the 
negotiated price should prevail, if it falls 
within the “fair commodity value” range, 
and does not exceed cost. If the price 
sought is higher than can be justified by 
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generalized cost data, the burden of proof 
would be on the producer to demonstrate 
how, in that particular instance, other ele- 
ments of value justified the higher price; 
always within, however, the “fair com- 
modity value” range. This range, in turn, 
would only be affected as and if the pres- 
ent upward cost trend in producer costs 
raises the whole price level. 

The emphasis should change where the 
case involves a filing for an increased rate. 
It is hoped that the commission will adopt 
Rule R-153 outlawing undesirable escala- 
tion clauses in new contracts; and this 
might well be extended to existing con- 
tracts, after an initial renegotiation. In the 
consideration of such increases, and other 
requests for increases that may come be- 
fore it, the commission could well concern 
itself with changes in cost which have 
taken place since the contract was negoti- 
ated, rather than the current cost level. 
Equity requires that the originally agreed- 
upon price be given proper weight, but 
where cost conditions have altered appre- 
ciably, the extent of the change should 
certainly be a factor in the amount of in- 
crease allowed, so long as the resulting 
price remains within the “fair commodity 
value” range. Needless to say, the extent 
to which prices have already escalated, 
since the date when the gas supply was 
first committed to interstate commerce, 
should have an important bearing in de- 
termining what further increase might be 
fair. 


i iber adoption of this approach may 
well have some further leveling effect 
upon gas pricing, even with the outlawing 
of favored nations clauses. This is not of 
itself necessarily undesirable. Certainly, 
the approach should not be used to “guar- 
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antee” to an unsuccessful operator his full 
cost, and, therefore, put no incentive upon 
careful and economic exploration. Con- 
versely, the successful operator should not 
be penalized for his intelligent geophysical 
work which has enabled him to find oil 
or gas at less than average cost to the in- 
dustry. This does not mean that the ob- 
jective should be one price to all producers 
in a given area, but rather that the pat- 
tern of industry costs should be taken 
into consideration in judging the fairness 
of rate increases as they may come before 
the commission. 

One last word on the alleged “intrinsic 
value” of natural gas. It is implicit in the 
suggested approach to the development of 
cost that there is no such thing. Gas has 
no “intrinsic value” under the Arabian 
desert—or even under the Gulf of Mexico. 
It has value if found and brought to the 
surface within economic piping distance 
of a market. When part of this process 
has been completed—i.e., the approximate 


finding phase—and this cost recorded, the 
land under which gas is believed to lie does 
acquire “intrinsic value’ over and above 
its value as farm land. This is measured 
in the cost to the producer of acquiring 
either the land itself or the right to pro- 
duce gas from it, all of which cost finds 
its way into the cost of gas as we have 
suggested it be determined. 


T° summary, we believe that cost finding 
is and will continue to be an essential 
part of the regulatory process; that new 
approaches are necessary ; and that it will 
be possible to develop procedures by which 
the Federal Power Commission can deter- 
mine fair cost levels, against which it can 
evaluate rates for natural gas in the field 
as they may be proposed. We believe that 
the end result can mean an economically 
healthy and expanding producing indus- 
try, while at the same time affording pro- 
tection to the consumer against unneces- 
sary price increases. 





ag rere controls over the field price of natural gas would 
lead inevitably to the diversion of this highly desirable fuel 
from domestic consumers, supplied by interstate transmission com- 


panies, to other markets. 


“No other basic commodity is now subject to federal price fixing. 
Government controls in the case of natural gas could open the door 
for the further encroachment of such controls and for similar fixing 
of the prices of other basic commodities, such as lead, zinc, coal, 
tron, cotton, wheat, corn, and automobiles. This is the path to 
nationalization, and to the destruction of a free economy. Congres- 
sional action is necessary to remove this threat to the American 


free enterprise system.” 


—W. ALtTon Jones, 


Chairman of the board, Cities 
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Antitrust Policy: A Study 
In Contradiction 


Early last year the federal government settled tts antitrust suit 
against the American Telephone and Telegraph Company with a 
consent decree permitting Western Electric to remain in business 
as the manufacturing subsidiary for the Bell system. Since that 
time the Justice Department has started, prosecuted, and settled 
other suits involving other industrial combinations tn carrying out 
a policy for enforcing antitrust statutes. What is that policy? Is 
it consistent, rational, and justifiable? This well-known writer 
in the field of business economics does not think so. 


By DONALD I. ROGERS* 


ESIDES being an autocrat at the break- 
fast table and a hardheaded arbiter 


on the bench, Oliver Wendell 
Holmes also had a gift for the pithy 
phrase, but when he resignedly called the 
Sherman Antitrust Act “a brooding omni- 
presence in the sky,” he got off what is 
probably the greatest understatement 
since John Alden was told to speak for 
himself. 

The “omnipresence” of the act and all 
its works and pomps is undeniable. In 
recent years, its grim shadow has impar- 

* Business and financial editor, New York Her- 


ald Tribune. For additional personal note, see 
“Pages with the Editors.” 
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tially blanketed General Motors, du Pont, 
the investment bankers—for all we know 
may be one of the reasons why Polly 
Adler switched from entrepreneuring to 
writing—and any day now may be seized 
on “to break up the Yankees.” 

Sherman Act’s 


Unfortunately, the 
omnipresence, in the last several decades, 
has too often been equated with omnip- 
otence, and a close look at the statute 
and its corollaries suggests it has resound- 
ingly and resolutely been bedded in con- 
tradiction. 

Not the least of these contradictions, 
so far as a major segment of the business 
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community can see, is the spectacle of a 
Republican administration, avowedly dedi- 
cated to rooting out a mare’s-nest of eco- 
nomic imbalances that cropped up over 
the last twenty-five years, unabashedly 
hewing to the same old pattern and mak- 
ing political hay out of a “tough” anti- 
trust policy. 


_ figures show just how tough it 
has been. From mid-1953 until 
March of last year, a Republican-headed 
Department of Justice filed 98 new anti- 
trust cases, and closed out 138 pending 
cases, almost as many as had gone on the 
docket since the Sherman Act was framed 
in 1890. Over the entire history of the act, 
the Justice Department set a grand total 
of 24 contempt proceedings in motion. 
Eight of these—one-third—date from 
this administration’s accession. 

This is quite a record, and after taking 
a good look at it early last year, the Her- 
ald Tribune queried then antitrust divi- 
sion head Stanley N. Barnes for a policy 
statement. Mr. Barnes, who is now bask- 
ing in what may be the more congenial 
environment of a federal judgeship, re- 
plied in a way that did little to clear the 
air. 

His leadership, he said, was doing a lot 
to spike Democratic charges the adminis- 
tration was indentured to “Big Business.” 
This admission, on the face of it, seemed 
proof enough the antitrusters, as they 
have in the past, were using legal and eco- 
nomic means to political ends. 

This contradiction has long been im- 
plicit in antitrust administration. The laws 
leave so much room for interpretation that 
they have become not a norm by which a 
businessman can measure his activity, but 
a weather vane shifting with every change 


in the political wind. There are other con- 
tradictions, equally as imponderable. One 
of these—“How big is too big?’—has 
badgered generations of jurists. 


6 ten “rule of reason” used to be the 
touchstone. This was propounded in 
the Standard Oil case of 1911. Drawing 
a bead on the operative sentence of the 
Sherman Act—“every contract, combina- 
tion, or conspiracy in restraint of trade 
or commerce among the states ... is. 
— Supreme Court ruled eli 
“unreasonable” combinations verboten. 


This dictum was further extended in 
1920 when the court indicated that “mere 
size—or existence of unexerted power” 
cannot be regarded as prima facie evi- 
dence of monopoly. The New Deal came 
up with a very, very different construc- 
tion. Declaring open season on big busi- 


ness in particular, it nourished the concept 
of “soft competition” through NRA, 
Robinson-Patman and Millard Tydings on 
one hand, and greatly narrowed antitrust 
interpretations on the other, theoretically 
at least, to promote “hard competition.” 
Thus by 1946, the Supreme Court, 
which as “Mr. Dooley” had long since 
pointed out, “follys th’ iliction returns,” 
had come full cycle.’ It ruled then re- 


1 Peter Finley Dunn’s Mr. Dooley was some- 
thing of an antitrust expert in his own right. He 
once spitted Teddy Roosevelt’s rather ambivalent 
“big stick” outlook on the trusts in this comment: 
“Th’ thrusts,’ says (Roosevelt), “are heejous 
monsthers built up by th’ inlightened intherprise 
of th’ men that have done so much to advance 
progress in our beloved counthry,” he says. “On 
wan hand I wud stamp them undher foot; on th’ 
other hand, not so fast. What I want more thin 
th’ bustin’ iv th’ thrusts is to see me fellow coun- 
thrymen happy and continted. I wuddent have thim 
hate th’ thrusts. Th’ haggard face, th’ droopin’ eye, 
th’ pallid complexion that marks th’ inimy iv 
thrusts is not to me taste. Lave us be merry about 
it . . . Lave us laugh and sing th’ octopus out iv 
existence.” 
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straint of trade could be inferred from a 
situation in which “power to raise prices 
(in concert) or to exclude competition” 
existed even if this power had not been 
wielded. 


_ construction, despite all an- 
guished cries out of Washington to 
the contrary, is seemingly still in vogue, 
as the controversial General Motors-du 
Pont antitrust case indicates. Still the 
fundamental question—“How big is too 
big ?”—remains and it proved a stumbling 
block even for so formidable a jurist as 
Learned Hand. In the Alcoa case he could 
do no better than vaguely rule that a mar- 
ket concentration of somewhere between 
30 and 90 per cent was proof of monopoly. 
This kind of blanket generality shows 
no standard of bigness can be elicited from 
the antitrust laws as they now stand. 
Judges have been trying to do so for years 
and all of them have come a cropper. Yet 
the equally hard fact remains that unless 
some coherent standard does evolve, the 
economy will continue to suffer under the 
body blows of legal absurdities. 
These absurdities are nowhere more 
patent than in the Justice Department’s 
attitude to “bigness” in the auto and steel 


q 


= 


industries. Even a government lawyer 
would be hard put to find a field more 
toughly competitive than automobiles. 

Proof of this competition shows in the 
plight of the “independents” who have 
steadily been losing ground to the “Big 
Three,” particularly General Motors. The 
antitrust laws were designed to promote 
competition. In free competition, no one 
can gain, especially the consumer, without 
some industrialist losing. Yet the Justice 
Department approved mergers between 
Nash and Hudson, Kaiser and Willys, 
Studebaker and Packard, and now be- 
tween Curtiss-Wright and Studebaker- 
Packard. 

At the same time, it trained its biggest 
guns on General Motors, and in so doing 
seems to be trying the remarkable feat of 
working both sides of the street. The es- 
sential absurdity remains that the Justice 
Department can focus its fire on the com- 
petitor or on the competition, but not 
both. 


iy has carried this same absurdity over 

into the steel industry, but with a 
reverse switch. If encouraging formation 
of a whole series of ententes to give GM 
a run for its money is good, does not this 


“UNFORTUNATELY, the Sherman Act’s omnipresence, in the 
last several decades, has too often been equated with omnipo- 
tence, and a close look at the statute and its corollaries suggests 


it has resoundingly and resolutely been bedded in contradiction. 
Not the least of these contradictions, so far as a major seg- 
ment of the business community can see, ts the spectacle of a 
Republican administration, avowedly dedicated to rooting out 
a mare’s-nest of economic imbalances that cropped up over the 
last twenty-five years, unabashedly hewing to the same old 
pattern and making political hay out of a ‘tough’ antitrust 


policy.” 
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also hold true for the Bethlehem- Youngs- 
town consolidation? 

U. S. Steel accounts for about 30 per 
cent of the nation’s open hearth capacity. 
Merging Bethlehem and Youngstown, the 
nation’s second and sixth largest pro- 
ducers, respectively, would presumably 
sharpen competition for the good of all 
hands, yet the Justice Department, in 
what even for it seems to be a dynamic 
burst of illogic, has blown the whistle on 
the consolidation. 

The hard core of this illogic rests in § 7, 
the “antimerger” section of the Clayton 
Act. When it was amended in 1950, legis- 
lators emphasized they wanted to take a 
“preventative rather than a curative” ap- 
proach to mergers and maintaining com- 
petition. 

Their intention was good, but as every 
barroom theologian knows, the road to 


perdition is paved with this kind of intent. 
In the six years since the amendment went 
into effect, the Justice Department and 
FTC have filed 16 complaints under it. 
None—not a one—has yet been adjudi- 
cated, largely because no one is quite sure 
what the amendment means. 


HE section was designed to put a 

brake on mergers and yet has obvi- 
ously had no more effect on them than 
pigeon flights in Central Park. Mergers, 
many of them quite unsound, are still 
running at a record-breaking clip. Exter- 
nal acquisitions still account for less than 
15 per cent of the nation’s industrial ex- 
pansion, but the sound and fury of it all 
has got legislators hot under the collar. 
Characteristically, they have reacted in a 
way that is now almost a conditioned re- 
flex—by drawing up still more legal ab- 
surdities. 


Hew: many of their efforts have 
died in committee, but in this ses- 
sion of Congress, as in the last, there will 
undoubtedly be thrown in the hopper sev- 
eral bills demanding the Justice Depart- 
ment be given advance warning of any 
merger proposal. 

One such bill last session had not only 
the support of the Justice Department, but 
the weighty dignity of the President’s 
Council of Economic Advisers as well. 
For all its distinguished sponsorship, this 
bill, too, was essentially contradictory. It 
conflicted not only with basic precept of 
limited government intervention, but even 
with its own aims. Far from decelerating 
the merger trend, it actually might have 
made corporate marriage easier. 

The bill required ninety days’ notice 
(a) when one corporation planned to buy 
stock in another, if combined capital, sur- 
plus, and undivided profits of both ex- 
ceeded $10 million; (b) when one corpo- 
ration planned to buy any part of an- 
other’s assets, save its “‘stock in trade.” 


HE bill was written with such broad 

strokes of the brush as to cover sub- 
sidiaries merging with parent concerns, or 
consolidations of two or more subsidi- 
aries of the same parent. Seemingly, it 
would also have applied, in splendid im- 
partiality, not only to mergers, but to rou- 
tine sales of obsolete machinery ; accounts 
receivable to factors; sales and lease backs 
of plant and equipment. 

Thus, it would have required a com- 
pany like General Electric, say, if it 
wanted to sell $5,000 worth of land to a 
local real estate firm, to give advance 
warning of the move because land is not 
its normal “stock in trade.” 
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Erosion of Antitrust Laws 


ce HE antitrust laws are... 


chipping away at the nation’s patent 


system, the slow erosion of which has long been a cause of concern 


to small businessmen especially. Instead of improving, the situation ts 
getting worse. The consent decree American Telephone and Telegraph 
signed last year perfectly illustrates this point. True, the decree enabled 
AT&T to hang onto its Western Electric division, but the company had to 
hand over to all comers a pool of 8,600 patents, the world’s largest, includ- 
ing twenty-six years of back-breaking development work on the transistor. 
Next to necessity, patent protection traditionally has been the mother of 
invention.” 








STS Sa 


Ny compulsory advance warning 
A would be bad. There is the odds-on 
chance that notice would affect stock 
prices at a time when they are normally 
the focus of very delicate negotiation. 
Perhaps even more important, any such 
law is bound to be self-defeating. It would 
swamp the Justice Department with an 
incredible amount of administrative detail. 

The courts, by and large, have shown 
a proper reluctance to dissolve a merger 
once it has become effective. Unless the 
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Justice Department, within ninety days, 
managed to give careful scrutiny to a 
torrent of proposed consolidations, jurists 
would be very unlikely to order divestiture 
and on the solid ground that where two 
companies have gone to the government 
and the government was silent, that si- 
lence would constitute approval. 
Approval is the last thing that should 
be given to the effect of the antitrust laws 
on American businessmen overseas. Their 
power does not stop at the water’s edge 
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and is thwarting investment abroad at a 
time when it was never more necessary. 

U. S. industrialists making a play for 
markets overseas almost invariably run 
into protective tariffs and currency ex- 
change controls. They get around these 
barriers by selling patent rights to a for- 
eign company or by merging with it and 
setting up a new foreign affiliate. The 
quid pro quo involved in this kind of 
agreement is a promise that the partners 
will stay out of each other’s home pre- 
serves. 

Should this happen in France, say, the 
parent agrees not to sell there, while the 
foreign firm promises to keep out of 
U. S. markets. In cartelized Europe, this 
is purely and simply a fact of business 
life. The Department of Justice, however, 
with a library full of legal precedents to 
back it, insists this is a gross violation of 
the antitrust laws. 


MPERIAL CHEMICAL INDUSTRIES and du 
Pont are a case in point. They swapped 
patents, set up joint ventures in Canada, 
Brazil, and Argentina, and promised to 
keep out of each other’s markets. The Jus- 
tice Department flashed the red light and 
broke up the combination. In the process, 
it also fractured benefits that would have 
accrued to stockholders, employees, con- 
sumers, Britain’s chronic trade imbalance, 
and the free world. 

Repeated instances of this have fostered 
the kind of winking acquiescence of law 
breaking generated by any bad law, much 
as with Prohibition. One American doing 
business overseas concedes : “There is not 
one of us over here not breaking the law 
in some way.” 

There have been suggestions that the 
government set up an agency like the 


Federal Trade Commission to look over 
such deals before they are made and ex- 
empt those that seem in the national in- 
terest, from prosecution. This, however, 
seems to reflect the conviction that the 
best way to dissolve a bureaucratic snarl 
is to set up another bureau, and completely 
overlooks the fact that if the antitrust 
laws do not work at home, they are cer- 
tainly not going to work in the completely 
different business context prevailing 
abroad. 


HE antitrust laws are also chipping 

away at the nation’s patent system, 
the slow erosion of which has long been a 
cause of concern to small businessmen es- 
pecially. Instead of improving, the situa- 
tion is getting worse. 

The consent decree American Tele- 
phone and Telegraph signed last year 
perfectly illustrates this point. True, the 
decree enabled AT&T to hang onto its 
Western Electric division, but the com- 
pany had to hand over to all comers a pool 
of 8,600 patents, the world’s largest, in- 
cluding twenty-six years of back-breaking 
development work on the transistor. 

Next to necessity, patent protection 
traditionally has been the mother of 
invention. In its usual contradictory 
fashion, the Justice Department insisted 
the broaching of AT&T’s patent library 
would enhance the opportunities of small 
business. 

The crosslicense, however, is a two- 
way street and many small operators have 
testified that, as crosslicensees, they no 
longer have any chance of pulling off a 
laboratory coup that would enable them 
to steal a march on AT&T or any other 
king-sized competitor. 

And the patent question and consent 
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decree aside, it would have been interest- 
ing to see just how far the Justice Depart- 
ment would have got by taking a “legal 
monopoly” like AT&T to court. 

This, obviously, is a contradiction in 
terms and so, seemingly, are the “mo- 
nopoly” marketing criteria the Justice De- 
partment is applying in the suit it recently 
filed against Continental Can Company. 

The nation’s second largest can maker, 
Continental has lately merged with Hazel- 
Atlas Glass Company and Robert Gair 
Company, Inc. Superficially at least, this 
skirmish looks like hundreds of others that 
have gone through the courts. 


+ lies point at issue there was whether 
du Pont, which admittedly sold an 
average of 75 per cent of all cellophane 
produced between 1923 and 1947, had a 
monopoly on the stuff. The Supreme 
Court ruled that cellophane competes with 
all kinds of wrapping materials—waxed 
paper, aluminum foil, and plastics. Tak- 
ing a broad market view, the court said 
du Pont controlled only 17 per cent of the 
total flexible wrapping business and the 
company got off the hook by a 4-to-3 vote. 
Since Continental has diversified into 
glass containers and paper boxes via its 
acquisitions, the Justice Department 
thinks it is fair game for the “interchange- 
ability’ argument. In effect, however, it 
is arguing that because Continental man- 
agement was smart enough to meet the 
“new competition” by diversifying, it has 
an “unfair advantage” over less diversi- 
fied competitors. 

Here again, it seems the antitrusters 
are baying at the moon. They are twenty- 
five years too late. The laws do not take 
into account the tremendous changes 
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brought about by the evolution of new 
marketing and organizational methods, 
and, perhaps even more important, the 
flood of new products that the nation’s 
laboratories come up with daily. 


Penigrapege ie reach for diversifica- 
tion is a logical outgrowth of con- 
ditions within the packaging industry. 
Twenty-five years ago, the industry’s vol- 
ume ran no more than $1.9 billion a year 
and broke down into a rigidly distinct 
series of markets. Cans, cardboard and 
wooden boxes, paper and textile bags all 
tended to dominate separate areas and 
manufacturers had only to worry about 
their own little spheres of influence. 

Since then, industry billings have shot 
to almost $12 billion a year, and new 
products and marketing techniques have 
so broadened competition that any manu- 
facturer who sticks to a one-product line 
is likely to find himself in trouble. In 
recognition of this fact, St. Regis Paper 
Company is also diversifying, and there 
are some indications that American Can 
Company, the nation’s biggest can maker, 
is planning to do likewise. 

The antitrust laws, however, have not 
been adjusted to changes like these. 

This perhaps is the worst indictment of 
the antitrust laws that can be made. There 
have been amendments, but no changes. 
The law is supposed to be a living thing 
and while contradiction, in another con- 
text, may be a hallmark of life, in an 
antitrust code it argues only to sterility. 
The crowning contradiction is that a na- 
tion which can create an industrial ma- 
chine, the like of which has never been 
seen, cannot also create just laws to regu- 
late it. 
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Washington and 


the Utilities 


Ike Kicks off Push for New 
Gas Bill 


| yeovgpal Eisenhower’s Budget mes- 
sage to Congress on January 16th 
turned out to be a veritable grab bag of 
legislative and domestic policy proposals 
which have little or nothing to do with 
fiscal policy. The obvious reason why 
these items popped up in the Budget mes- 
sage (and some of them in the subsequent® 
Economic Report) instead of in the State 
of the Union message where one ordi- 
narily looks for them, is the administra- 
tion’s preoccupation with international af- 
fairs. 

In his State of the Union message, the 
President wanted to stress the Eisenhower 
doctrine for the Middle East and the dedi- 
cation of his second term to seeking a 
firmer basis for world peace. It is under- 
standable, therefore, that, in striking such 
a grave tone, the Chief Executive did not 
want to clutter up his State of the Union 
message with distracting or anticlimactic 
references to details of domestic policy. 

One of the most important details of 
domestic policy, of course, and certainly 
one without any normal relation to the 
usual Budget message, was the President’s 
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call for a revival of gas legislation. Any- 
one interested in this perennial and twice 
vetoed movement to exempt independent 
gas producers from FPC control would 
do well to consider and weigh each word 
of the following paragraph from the 
Budget message: 


In returning the Harris-Fulbright 
natural gas bill to the 84th Congress 
without my approval, I stated that legis- 
lation conforming to the basic objec- 
tives of that bill was needed. I am still 
of that opinion. It is essential that con- 
sumers of natural gas be protected. We 
must endeavor to make sure that there 
will be continued exploration and de- 
velopment of adequate field supplies of 
gas, and that producers’ sales prices are 
arrived at fairly and competitively. In 
this way, and with authority vested in 
the FPC to regulate interstate pipelines 
as to the price at which gas may be 
charged as an item of cost in fixing 
their rates, the price to the public will 
be fair. Legislation freeing gas pro- 
ducers from public utility-type regula- 
tion is essential if the incentives to find 
and develop new supplies of gas are to 
be preserved and sales of gas to inter- 
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state markets are not to be discouraged 
to the detriment of both consumers and 
producers, as well as the national in- 
terest. 


ig li well that while the President 
made an ostensibly equalized plea 
for protection of both producer and con- 
sumer interests, the language which fol- 
lowed would seem to give the producers 
the better part of the recommendation. 
Note also his observation with reference 
to FPC regulation was restricted to the 
pipelines and price which they must pay 
for gas. Also, note the very clear infer- 
ence that gas producers should be “freed”’ 
from “public utility-type regulation.” 

All this was like a shot in the arm for 
those who were only waiting for the pre- 
liminaries of the session to subside before 
reviving a bill which would amount to 
outright exemption of producers, except 
under extenuating circumstances, such as 
favored nation “escalation clauses,” etc. 

It can be expected that the opposition 
will make a strong effort to block any out- 
right exemption and the possibility of a 
compromise in favor of more liberal dis- 
cretion for FPC use of field price stand- 
ards is suggested. Admittedly, it could be 
reasonably argued that Ike really intended 
to reserve his approval of any bill until he 
could see definite protection for consumer 
interest. Yet it is doubtful if opponents 
of the bill will even bother with such fine 
interpretations. 

Instead, they will probably show little 
interest in what Ike may or may not have 
meant, and concentrate their efforts on 
blocking or altering any new legislation 
from the consumer viewpoint, as the oppo- 
nents see it. In other words, they are likely 
to take the position that while Ike has said 
what kind of a bill he is willing to sign, 
it is still up to Congress to decide what 
kind of a bill it is willing to pass. There 
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is where the battle will take place, and 
there is where the fate and shape of the 
bill will be determined. 


HAT about the chances of an out- 

right exemption bill on its merits? 
Industry leaders have been having confer- 
ences in various places throughout the 
country for several months. The three 
segments of the gas industry—producers, 
pipeline operators, and distributors—are 
supposed to have gotten together on a ten- 
tative draft. And one explanation heard 
around Washington for the President’s 
forthright endorsement is the fact that 
such a tentative agreement has _ been 
reached. That, of course, remains to be 
seen. 

Prior to the President’s statement there 
was little noticeable enthusiasm in the new 
Congress for a revival of gas legislation. 
Yet, on the other hand, the actual opposi- 
tion to the passage of legislation in any 
form has probably not increased percepti- 
bly, above what it was in the last Congress 
when the Harris-Fulbright Bill barely 
Squeaked through the House and then 
sailed through the Senate by a comfortable 
margin only to founder on the rocks of 
lobby charges. And while it is true that 
about three dozen Congressmen who 
voted for the Harris-Fulbright Bill failed 
to return to the present Congress, no ob- 
jective or realistic Washington observer 
would put such a vote down as the only 
reason why they did not return in any 
single instance. Nor is there any clear 
indication that the nearly three dozen 
Congressmen who replaced those who 
voted for the Harris-Fulbright Bill would 
be opposed to gas legislation to relieve the 
producers of at least some measure of 
FPC regulation. 

It is probably too early to try to ap- 
praise congressional sentiment along such 
general lines. About the only cautious ob- 




















servation which might be made is that the 
proponents of a producer exemption bill 
are now in a position to go further and 
demand more than they would have ex- 
pected before the President’s endorsement. 
But if they are practical, they will also 
have to lay their plans with a view to some 
measure of compromise, especially in the 
House Committee on Interstate and For- 
eign Commerce. If they are unwilling to 
compromise, there is still a good chance 
of no legislation at all at this session of 
Congress, and maybe none at the next. 


Ike’s Other Proposals 


HERE are at least eight other items to 

be found in the President’s Budget 
message, supplemented by the subsequent 
Economic Report, which are of special 
significance to public utilities : 

REA Interest Rates. The President 
clearly indicated that interest rates 
charged by various federal lending agen- 
cies should be raised, especially those 
which have a fixed statutory minimum 
“established when interest rates were 
much lower than today.’’ This clearly 
applies to the REA statutory interest rate 
of 2 per cent a year, which is growing 
more unrealistic in the light of the present 
“tight money” situation. In the budget 
analysis of REA, the following blunt ob- 
servation is bound to draw some stinging 
rejoinders from those who have always 
resisted all attempts to boost the 2 per 
cent rate on REA loans: 


Interest rates are set by statute at 2 
per cent, substantially below the present 
cost of long-term money to the Treas- 
ury of about 33 per cent. Administra- 
tive expenses are financed by a separate 
appropriation. Collections of principal 
and interest are deposited in miscellane- 
ous receipts of the Treasury. 


Atomic Power Development. In his 
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analysis of the budget, the President 
threw basic responsibility for construction 
of large-scale commercial power reactors 
on private industry. Although the govern- 
ment will step up its efforts to develop 
the peaceful uses of atomic energy, he 
explained the lack of funds in the budget 
for new large-scale reactors as a result of 
his belief that responsibility for their con- 
struction “should not have to be assumed 
by the federal government.”” Only if non- 
federal interests fail to turn up with ac- 
ceptable proposals for reactor construction 
will Congress be asked for funds for di- 
rect construction by the federal govern- 
ment. 


Fon Plant Insurance. Two supple- 
mentary bills to assist public utility 
companies to participate in nuclear plant 
development were snagged in the 84th 
Congress. One of these dealt with exemp- 
tion from SEC control under the Hold- 
ing Company Act—a situation which the 
SEC has itself alleviated somewhat by its 
recent decision exempting companies par- 
ticipating in the Power Reactor Develop- 
ment Company program. The other was 
a proposal for some sort of federal support 
or underwriting for liability insurance 
which commercial insurance companies are 
unwilling or unable to provide in connec- 
tion with nuclear plant operations. Presi- 
dent Eisenhower threw his support behind 
such supplementary legislation with the 
following statement in his Budget mes- 
sage: 


As a further and necessary step to 
facilitate industry's investment in 
atomic power plants, legislation will 
again be proposed to authorize the gov- 
ernment to supplement commercially 
available insurance against liability 
arising from possible nuclear accidents. 


Niagara Power Development. The 
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President recommended ‘‘prompt action”’ 
by Congress to break the stalemate over 
development of the Niagara power proj- 
ect. He indicated no preference for Ni- 
agara development, either by the state of 
New York or by private interests. He 
asked only that Congress decide one way 
or another. The exact wording of the 
President’s brief reference on this was as 
follows: “I also recommend prompt action 
by the Congress to decide how the Ni- 
agara power project can best be devel- 
oped.” 


| asec Policy. There was a re- 
examination of administration support 
for the so-called “partnership policy” for 
development of multipurpose projects. 
The President stated on this: 


The program of the administration in 
the field of natural resources is fully set 
forth in that section of the budget 
analvsis. It will not be repeated here, 
except to indicate my continuing firm 
support of the necessary legislative ac- 
tion to enable federal agencies to par- 
ticipate more fully with states, local 
governments, and private groups in the 
development of partnership resources 
projects. I urge once again the prompt 
enactment of legislation which will en- 
able the Fryingpan-Arkansas multiple- 
purpose project to get under way in the 
fiscal year 1958. 


Specific Projects. The only new proj- 
ect specifically endorsed by the President 
in his Budget message was the Fryingpan- 
Arkansas multipurpose proposal in Colo- 
rado which failed to be finally enacted at 
the last session of Congress. It will be 
noted that the President did not endorse 
certain other proposals for federal multi- 
purpose developments, such as the John 
Day dam on the Columbia river and the 
more recent idea of a high federal dam 


at the Pleasant Valley site on the Snake 
river. While the inference in the Budget 
message was that such projects should be 
left for local development (presumably 
under the “partnership policy” treatment), 
Secretary of Interior Seaton has more re- 
cently indicated that his department might 
actually intervene in opposition to, or at 
least to delay, the granting of an FPC 
license to private companies seeking an 
alternative development in the Pleasant 
Valley area. 


ae Legislation. What is likely to 
be the forerunner of administrative 
recommendations to relieve railroads and 
other carriers of unnecessary regulation 
by the Interstate Commerce Commission 
was seen in a passage from the Budget 
message which urged consideration of the 
Hoover Report and Special Transport Ad- 
visory Committee report recommenda- 
tions. 


} eS Financing. Self-financing for 
TVA remains a goal of the Eisen- 
hower administration. In his budget 
analysis, the President noted that addi- 
tional generating capacity will be needed 
to meet TVA requirements by the end of 
1960. Said the President: “Legislation is 
recommended to authorize the TVA, sub- 
ject to regular budgetary review, to 
finance new generating facilities by the 
sale of revenue bonds.”’ After that, and 
not before, TVA power requirements will 
be re-examined. The President’s stress 
on “budgetary review” has already pro- 
voked reaction from TVA _ enthusiasts 
who fear that control of TVA will be 
taken out of the hands of the agency’s 
three-member board of directors and 
placed in the hands of the Secretary of the 
Treasury and Budget Director. A show- 
down on this issue is likely to come in 
the present Congress. 
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Telephone and 


Telegraph 


Tke’s Budget 

yen record budget submitted to Con- 
gress by President Eisenhower con- 
tains several items of special interest to 
the telephone industry. Heading the list, 
of course, is the appropriation requested 
for the Rural Electrification Administra- 
tion’s telephone loan program. The 
budget provides for new telephone loans 
totaling $80 million in fiscal 1958, the 
same amount of loan approvals as antici- 
pated in 1957. Attempts will probably be 
made in Congress, however, to boost this 
figure to the same amount as was actually 
appropriated last year ($100 million). 
Administrative expenses and disburse- 
ments are expected to result in budget 
expenditures of $265 million in 1958, 
which is $31 million more than in 1957 

and $48 million more than in 1956. 
Tucked away in the Budget message 
was the interesting statement that federal 
lending agencies would be asked to review 
with Congress the interest rates charged 
in connection with government loans. In- 
terest on REA loans is now charged at 
a rate of 2 per cent. Said the President: 
“It is desirable that there be more con- 
sistency and that more discretion be al- 
lowed in determining what going rates 
should be, dependent on the period of the 
loans and their conditions.” There was 


some talk last year in Congress of bring- 
ing REA interest rates more in line with 
generally prevailing rates. But the proposal 
has always been successfully resisted by 
farm state representatives. If the past rec- 
ord is any indication, REA is likely to 
continue to enjoy its favored status in 
Congress. 

Small telephone companies will wel- 
come the relief offered by the President’s 
proposals for aiding small business. One 
of these would raise the exemption of se- 
curity issues from registration with the 
Securities and Exchange Commission 
from $300,000 to $500,000. The United 
States Independent Telephone Association 
has for years urged relief along this line, 
and although bills have been introduced in 
the past to raise the exemption from SEC 
registration, none has been successful. So 
far, one bill has been introduced in the 
present Congress to amend § 3 (b) of the 
Securities Act of 1933 to permit exemp- 
tion of security issues not exceeding 
$500,000 from the provisions of the act. 
The bill, S 810, was introduced by Sena- 
tor Thye (Republican, Minnesota). 


° ! ‘HE importance of this proposal to 
small telephone companies has often 


been outlined by USITA witnesses ap- 
pearing before congressional committees. 
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It has been pointed out that the increasing 
demand for telephone service requires tele- 
phone companies to issue securities more 
frequently than many other businesses in 
order to raise the necessary capital for 
expansion. Furthermore, the expense of 
SEC registration weighs heavily on small 
telephone companies which are not in a 
position to absorb the costs as readily as 
larger companies. A final argument used 
by USITA is that SEC registration is un- 
necessary, in view of the fact that tele- 
phone company securities already are 
regulated by the state regulatory commis- 
sions. 

Telephone companies will also be watch- 
ing proposals to extend minimum wage 
coverage. The President gave general sup- 
port in his Budget message to a measure 
that would extend coverage and renewed 
his support at a meeting with labor union 
officials. Joseph Bierne, head of the Com- 
munications Workers of America, was 
among those union leaders who met with 
the President. The unions are seeking ex- 
tension of coverage to about 9.6 million 
more workers and a boost in the mini- 
mum wage from $1 to $1.25. Although 
numerous bills have been introduced to 
raise the minimum wage, the administra- 
tion is not likely to back such a proposal. 
It is apparent, also, that the unions are 
more interested in extended coverage than 
in raising the wage at this time. There 
was no indication that the union leaders 
requested administration support for 
elimination of the present exemption in 
the Fair Labor Standards Act regarding 
operators’ wages at exchanges of less than 
750 stations. 

5 


Bell System Heads for 
New Record 


bh Bell system installed more than 
750,000 telephones in the third quar- 
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ter this year, a new record exceeding the 
previous high of 740,000 telephones added 
in the third quarter of 1946. So far this 
year, the Bell system’s gain in new tele- 
phones exceeds 2.3 million units, com- 
pared with 1,973,063 in the like period in 
1955. The information was contained in 
the first quarterly report to American 
Telephone and Telegraph Company share- 
holders. Frederick R. Kappel, president of 
AT&T, predicted a very busy future for 
the Bell system, noting that in addition 
to the new highs in telephone installations, 
the volume of long-distance telephone 
business continues to grow with further 
increases in prospect. 

For the quarter ended September 30, 
1956, AT&T reported a net income of 
$152,370,000 after charges and income 
taxes, equal to $2.70 a share on 56,466,- 
000 average number of capital shares out- 
standing during the period. This com- 
pares with a net income of $139,236,386, 
equal to $2.74 a share on 50,840,498 aver- 
age shares in the September quarter of 
1955. For the twelve months ended Sep- 
tember 30, 1956, net income was $597,- 
440,000, or $10.94 a share on 54,589,000 
average shares, compared with $527,- 
931,648 or $10.61 a share on 49,737,750 
average shares in the twelve months ended 
September 30, 1955. These results include 
earnings of subsidiaries only to the extent 
that they have been received by the com- 
pany as dividends. 

In the course of paying its latest divi- 
dend of more than $128 million, AT&T 
came up with some interesting statistics 
regarding its 1,435,000 shareholders. The 
company’s figures show that 41 per cent 
of its stockholders own 10 shares or less, 
and that 65,000 investors only hold one 
share apiece. No single individual, ac- 
cording to estimates, owns as much as 
one-thirtieth of one per cent of AT&T’s 
outstanding stock. 

















Financial News 
and Comment 


By OWEN ELY 


Cost Factors in the Atomic 
Energy Program 


_ fight by government power pro- 
ponents to secure a bigger foothold 
in the construction of atomic reactors will 
doubtless be renewed in Congress shortly. 
While some Democrats want to spend 
$400 million or more on new atomic pow- 
er plants (in addition to the present pro- 
gram), the commission has proposed a 
much smaller program which it is esti- 
mated might cost about $160 million, 
mainly for experimental purposes. In ad- 
dition to the various types of reactors now 
being built or projected by utility groups, 
the commission would like to try out five 
new types—a heavy-water natural ura- 
nium reactor of 100,000 kilowatts or more, 
an aqueous-homogeneous reactor of about 
the same size, and three smaller reactors 
of other types. The AEC would prefer to 
have private industry take over these proj- 
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ects, if possible. It would advance in- 
creased funds to private industry for re- 
search and development expense, thus in 
effect partially subsidizing some of the 
projects. It would also liberalize its policy 
of selling nuclear fuels and nuclear fuel 
elements. 

AEC Chairman Lewis L. Strauss re- 
cently invited public and private power 
groups to submit plans for constructing 
these additional reactors. This is the third 
general invitation issued by the commis- 
sion in recent years. While there is no 
deadline for submitting proposals, all 
plants must be scheduled for completion 
by the middle of 1962. The commission 
is particularly interested in new-type re- 
actors which can be fueled with natural 
uranium, or plants using a liquid fuel. A 
reactor using natural uranium is said to 
be favored by Congress because of its 
probable appeal to foreign users, since the 
fuel supply would be much cheaper and 
might be available locally. Out of seven 
recent proposals for small power reactors, 
two have been dropped, including a 12,- 
600-kilowatt plant at Holyoke, Massa- 
chusetts, and a 25-40,000-kilowatt reactor 
proposed by the city of Orlando, Florida. 


HE new AEC proposals seem to re- 
flect a modest concession by the ad- 
ministration to meet the renewed threat of 
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the Gore Bill. Unfortunately, neither the 
AEC nor Congress has yet come to grips 
with the major problem which is holding 
back the utilities from speeding up their 
programs: the need for $500 million fed- 
eral disaster insurance, to supplement the 
$70 million private insurance program, 
covering each reactor. Unfortunately the 
bill to provide this died in the last Con- 
gress and it is understood that the Demo- 
crats now propose to tie the insurance plan 
into a new version of the Gore Bill. How- 
ever, the AEC is said to be working on a 
separate bill. The Joint Atomic Energy 
Committee of Congress is expected to be- 
gin hearings on the progress of civilian 
power development about February 18th. 

The major construction program now 
looks about as shown in the table below, 
according to Business Week. 

The Michigan project, sponsored by a 
large group headed by Detroit Edison 
(PRDC) has been delayed by the labor 
union attack on the project, claiming that 
it is unsafe. The AEC is currently hold- 
ing hearings on the issue and experts are 
testifying on both sides. With local resi- 
dents around Monroe, Michigan, apparent- 
ly unconcerned about any possible danger 
from the project when completed, it is 
hard to believe that the unions are acti- 
vated purely by humanitarian motives. 


H F. Brower, assistant vice president 
e of Consolidated Edison of New 
York, in explaining why his company is 
moving ahead with its atomic power proj- 


Completion 


Target Project 


1957 Duquesne Light ........... 


1959 Consumers Public Power 
1960 Consolidated Edison .. 


Commonwealth Edison . .. 


” Detroit Edison 


Yankee Atomic Electric . 


1962 Pennsylvania P. & L 


Fiorsda Group ...........- 
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ect at Indian Point, has stated that while 
the cost of fossil fuel—coal, oil, and gas— 
is steadily rising, the cost of operating a 
nuclear plant is expected to decline as ex- 
perience permits new economies. The 
complete plant, including the superheater, 
will cost about $55 million and have an 
over-all capacity of some 236,000 kilo- 
watts. As well as improving the efficiency, 
the superheater will reduce the over-all 
cost of the plant from $320 to $235 per 
kilowatt. About one-third of the cost will 
be for the reactor, including the first core. 
With minor changes in design it is thought 
that capacity could be increased to 275,000 
kilowatts, which would reduce cost per 
kilowatt to $200, about the cost of a con- 
ventional generating plant. 

The question as to when atomic power 
can become competitive with fuel-gener- 
ated electricity in cost of production does 
not attract much attention in Congress, 
since government power advocates are 
more interested in the billions they can pry 
out of the Treasury than in analyzing 
kilowatt construction costs or kilowatt- 
hour production costs. Commonwealth 
Edison claims that its big Illinois reactor 
should be able to produce electricity at 
about 7} mills per kilowatt-hour, which 
would be competitive with new coal-burn- 
ing plants in the area, but this claim has 
never received much official recognition by 
the AEC. Commonwealth’s average ‘“‘op- 
erating cost” for all steam plants in 1955 
(including some old plants) was 4.6 mills 
per kilowatt-hour, but the addition of de- 
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preciation, taxes, and capital costs would 
raise this to 8 mills or more, we estimate. 


_— use of a superheater to pro- 
duce part of the power, Consolidated 
Edison estimates full production costs at 
about 9 mills per kilowatt-hour for its 
Indian Point reactor plant. This would 
compare with a little over 7 mills for 
Arthur Kill No. 2, a fuel-burning plant 
of comparable size. The accompanying 
charts (see page 261) prepared by Con- 
solidated Edison show estimated annual 
production costs in millions of dollars for 
the nuclear plant (Indian Point) and for 
a projected fuel-burning plant (Arthur 
Kill No. 2). The figures are also worked 
out on a kilowatt-hour basis for different 
load factors. Construction costs and the 
resulting fixed charges are only moderately 
higher for the atomic reactor, but operat- 
ing costs in mills show a larger differen- 
tial : 

Nuclear Fuel-burning 


Plant Plant 

Operating Cost Per Kwh.. 5.1 3.8 
Fixed Charges Per Kwh.. 4.0 3.4 
1 ee ae 9.1 v2 


Mr. Brower stated that if 275,000- 
kilowatt capacity could be realized at the 
atomic plant, the fixed charge component 
of cost would closely coincide with that 
of the Arthur Kill No. 2 type of equip- 
ment. “The burn-up or life of the core is 
conservatively estimated,” he said. “There 
is likewise a good possibility that the core 
life can be extended, utilizing in place a 
larger percentage of the U 235 and U 233 
produced in the reactor and if this longer 
life can be obtained, the operating cost 
component of the total will be reduced.” 


H’” are currently planned private nu- 
clear power plants being financed? 
Consolidated Edison will construct its 
plant as part of its general over-all con- 
struction program, with the usual finan- 
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cial methods. Commonwealth Edison will 
doubtless do the same, except that one- 
third ($15 million) of the plant cost will 
be paid as a research and development cost 
by Edison and seven associates. Edison’s 
portion will be $2,833,334, which will be 
charged to expenses over a five-year 
period. 

Yankee Atomic Power thus far has 
raised about $2 million capital, 50 per cent 
in stock and 50 per cent in notes, all being 
owned by New England Electric System 
and eleven other New England utilities. 
The cost estimate was originally $35 mil- 
lion but it is understood that this is being 
reappraised. The AEC will probably con- 
tribute some $4-5 million. It is reported 
that, when the company sets up its com- 
plete capital structure, there will be a sub- 
stantial equity ratio, with a minimum of 
30-35 per cent. 

The Michigan reactor, projected by 
Power Reactor Development Company 
(sponsored by Detroit Edison and eleven 
other utlities, one utility service company, 
and seven industrial companies ), is sched- 
uled to cost about $45 million, with re- 
search help from the AEC. The financial 
setup is not too clear at this time, but it is 
thought that members of PRDC and 
APDA will contribute about $30 million, 
with loans from five New York banks ac- 
counting for $15 million or more. Here 
again there should be a substantial com- 
mon stock equity. It seems obvious that 
the utility companies do not plan to try to 
finance these plants with the extremely 
low equity ratios used in the cases of EFI 


and OVEC. 


Oye BRITAIN, alarmed by declining 
coal production and loss of mid- 
western oil due to the Suez adventure, is 
reported raising its sights on its atomic 
reactor program. The objective by 1965, 
according to Business Week, may now be 
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16-19 power stations versus 12 under the 
old program, with a total expenditure of 
around $1.75 billion or over, double the 
original amount. Total capacity might 
then approximate 7 million kilowatts. The 
new Ministry of Power, headed by Sir 
Percy Mills, has been given authority over 
steel production, presumably to obtain 
priorities for construction of atomic pow- 
er plants. Other foreign countries are also 
active in ordering experimental reactors 
and in exploring the possibilities of build- 
ing commercial-size reactors. 

Meanwhile, scientists continue to issue 
exciting bulletins over theoretical possi- 
bilities of obtaining enormous amounts of 
heat and power from nonpoisonous hy- 
drogen fusion, rather than from the 
poisonous fission of uranium in reactors. 


¥ 


Higher Fuel Costs as a Factor 
In Electric Utility Earnings 


HE increase in fuel costs has become 

a serious factor in electric utility 
earnings in certain areas such as Cali- 
fornia. In the twelve months ended Sep- 
tember 30th, fuel costs as reported by the 
FPC for major electric utilities increased 
13.5 per cent over the previous year com- 
pared with a gain in revenues of only 9.4 
per cent. In the month of November the 
increase in fuel cost was 12.4 per cent 
compared with a 6.8 per cent gain in reve- 
nues. The increase in revenues reflected 
whatever was obtained in the way of off- 
sets to higher fuel costs through the opera- 
tion of fuel adjustment clauses. 

Despite higher fuel costs net income 
continued to make a good monthly show- 
ing during 1956 as compared with the 
previous year until October, when the gain 
over 1955 dropped to 1.2 per cent. In No- 
vember there was a decrease of 0.2 per 
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cent in net income, according to the pre- 
liminary press release. 

The major effects of increases in oil and 
gas prices are perhaps being felt in Cali- 
fornia, where Southern California Edison 
is asking for a substantial rate increase 
(following one obtained about two years 
earlier) and Pacific Gas and Electric is 
requesting a more flexible fuel adjustment 
clause. Oil prices were raised about 25 
per cent late in November, it is understood, 
and the wholesale cost of gas has also been 
in a gradual uptrend. Higher gas costs 
have a double-barreled effect on earnings 
where a utility serves gas to its customers 
and also uses it as boiler fuel to generate 
electricity. 

The utility companies in Florida are 
fortunate in having escalator clauses in 
their electric rate schedules which sub- 
stantially offset higher fuel costs. This is 
the only assured way to guard against (1) 
regulatory lag, and (2) adverse political 
and regulatory developments which may 
deny a fair rate of return after an increase 
has been requested. 


Some utilities throughout the country are 
protected against higher fuel costs on 
industrial business (where rates are low) 
and some are also safeguarded on com- 
mercial and residential rates. It appears 
likely that unless present inflationary 
trends are halted, we may be in for an- 
other series of rate increase applications. 
In preparing these cases the utilities should 
seek to broaden the coverage of fuel ad- 
justment clauses. This is not only fair to 
the utilities but may save the commissions 
a large amount of time and expense in 
future rate litigation. 

The above does not necessarily indicate 
a pessimistic outlook for electric utility 
share earnings for 1957. Based on our own 
inquiries and other reports, a considerable 
majority of the electric utilities expect 




















share earnings to continue to gain this 
year, and some of the so-called “growth” 
utilities will continue to make an excellent 
showing. However, these continued gains 
in many cases will probably be due more to 
anticipated reduction of equity financing 
than any other factor. (This factor is much 
more important than the effects of higher 
interest rates on new bond issues.) In past 
years gains in net income were frequently 
reduced or wiped out by equity financing. 
In 1956 (as noted in the last issue of this 
department) there was a considerable de- 
cline in the proportion of equity financing 
by electric and gas utilities and this trend 
may be expected to continue this year, due 
largely to the increasing cash flow from 
tax savings resulting from the application 
of accelerated depreciation. 
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_—- reason for lower equity fi- 
nancing is the fact that many utilities 
have now reached, or exceeded in some 
cases, their goals with respect to equity 
ratios. The flexibility of the equity ratio 
is an “anchor to windward” for many util- 
ity companies. Another advantage is the 
present substantial reserve capacity which 
would permit construction and new financ- 
ing to be curtailed sharply in the event 
of a real depression. But thus far there has 
been no indication that the utilities antic- 
ipate such a depression since their con- 
struction plans have not been curtailed. In 
Texas, from present indications, planned 
construction expenditures appear to be 
larger than those of recent years—except 
for Southwestern Public Service, which 
has nearly 40 per cent reserve capacity. 





=e 
RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 
Aver. 

aia ta RAO Approz. 

1/24/57 Divi Recent In Sh. Price- Div, Common 

Rev. Price dend Approx. Share Jo In- Earns. Earns. Pay- Stock 
(Mill.) About Rate Yield Earns. crease 1951-55 Ratio out Equity 

Pipelines 
$ 4 O Ala-Tenn. Nat. Gas .... 21 $1.20 5.7% $1.45Se 13% 8617 14.5 83% 37% 
15 O Commonwealth N. G... 32 160 5.0 2.72Se 7 X 18 S59 37 
16 O E. Tenn. Nat. Gas ..... 93 .60 6.3 82Se 46 x 11.6 73 18 
48 S Miss. River Fuel ...... 37 1.60 4.3 2.17Se 16 6 AA 74 52 
69 S Southern Nat. Gas ..... 41 2.00 4.9 2.70Se 25 3 152 74 33 
200 O Tenn. Gas Trans. ...... 31 1.40 4.5 1.91Se 21 17 16.2 73 22 
163 O Texas East. Trans. .... 26 1.40 5.4 2.12Se 12 5 123 66 23 
71 O Texas Gas Trans. ...... 22 1.00 45 2.21Se 31 D 10.0 45 v4 
75 O Transcont. Gas P. L. ... 183 1.00 5.4 1.28Se 18 17 14.5 78 19 
Averages .......... 5.1% 13:7 69% 
Integrated Companies 

127 S American Nat. Gas .... 63 $260 41% $4.50N NC 8 140 58% 35% 
50 A Arkansas-Louis. Gas ... 24 1.20(j) 5.0 1.500c NC 10 16.0 80 53 
44 O Colo. Interstate Gas .... 78 1.25 1.6 5.28Se NC 45 14.8 24 35 
304 S Columbia Gas System .. 17 1.00 5.9 1.52Se 38% 3 1E2 66 44 
8 O Commonwealth Gas .... 7 10 1.4 26# D == 3s 72 
10 A Consol. Gas Util. ....... 16 .90 5.6 1.83]y 87 D 8.7 49 53 
240 S ‘Gonsot Nat, Gas ......:. 41 1.90 4.6 3.26Se 21 O 12.6 58 70 
178 S El Paso Nat. Gas ...... 33 1.30 3.9 2.12De 48 O 15.6 61 22 
40 S_ Equitable Gas ......... 30 = 1.60 5.3 2.31Se 20 4 13.0 69 32 
15 O Kansas-Nebr. Nat.Gas.. 35 1.65 4.7 2.63Se 30 3 1B es 63 32 
88 S_ Lone Star Gas ......... 34 1.80 5.3 2.35Se 11 5 14.5 77 39 
23 S  Montana-Dakota Util. .. 25 1.00 4.0 1.51Se 11 25 16.6 66 30 
21 O Mountain Fuel Supply .. 26 1.20 4.6 1.65Se 9 8 15.8 73 59 
72 S National Fuel Gas ...... 19 1.10 5.8 1.66Se 6 8 11.4 66 58 
108 S Northern Nat. Gas ..... 55 2.20 4.0 3.50Se 11 26 15.7 63 34 
43 S Oklahoma Nat. Gas .... 28 1.50 5.4 2.00N 6 6 14.0 75 29 
09 S Panhandle E. P. L..... 53 1.50 2.8 2.50De 18 16 2r2 60 32 
11 O Pennsylvania Gas ...... 23 «61.00 384.3 1.63# D10 D 141 #4261 ~ «68 
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Rev. 
(Mill.) 


$5,297 
245 


40 
187 
308 
715 

98 





On 
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Peoples G. L. & Coke ... 178 
Southern Union Gas .... 27 
United Gas Corp. ....... 34 


Averages .......... 


Retail Distributors 





Agata 4548 ...<.005% s2 
Atlanta Gas Light ...... 31 
Berkshire Gas ........- 16 
Bridgeport Gas ........ 29 
Brockton-Taunton Gas... 17 
Brooklyn Union Gas .... 35 
Cascade Nat. Gas ...... 10 
Central El. & Gas ...... 17 
Central Indiana Gas .... 13 
Chattanooga Gas ....... 6 
CAS oS 0 eee 24 
arttord Gas .......... Oy 
Paavetatl Gas... .c.scesse 20 
Houston Nat. Gas ...... 38 
Indiana G. & Water .... 20 
Beartede U5aS 6c ie ss ese 15 
Michigan Gas Utils. .... 21 
Mudooutn Gas ......... 13 
Minneapolis Gas ....... 27 
Miss. Valley Gas ...... 20 
Mobile Gas Service .... 22 
New Haven Gas........ 30 
New Jersey Nat. Gas... 25 
No. Illinois Gas ........ 18 
North Penn Gas ........ 13 
North Shore Gas ....... 16 
Pacific Lighting ........ 37 
Pioneer Nat. Gas ...... 29 
Portland Gas & Coke .... 32 
Portland Gas Light .... 10 
Providence Gas ........ 94 
Rio Grande Valley Gas . 3 
So. Atlantic Gas ....... i3 
South Jersey Gas 26 
United Gas Impr. ...... 37 
Wash. Gas Light 38 
Wash. Nat. Gas ........ 15 
Western Ky. Gas ...... 15 


AWETADES ....6...5. 


1/24/57 Divi- 


Price 
About 


Communications Companies 


ONY POPn 


Bell System 


Amer. T. & T. (Cons.) . 175 
Bell Tel. of Canada .... 48 
Cin. & Sub. Bell Tel. .. 86 
Mountain Sts. T. & T. .. 124 
New England T. & T. .. 133 


Phat ase ae seeseen 128 
So. New Eng. Tel. ...... 39 
Averages .......... 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER STOCKS 


















8.00 4.5 12.86Se 18 6 3.8 62 40 
1.12 4.1 1.694 28 15 16.0 66 34 
1.50 4.4 2.21Se 5 7 15.4 68 41 
4.3% 144 65% 
$1.60 5.0% $2.36De 8% 31 13.6 68% 42% 
1.60 a2 2.75Se 23 2 113 58 33 
.90 5.6 1.34Au 111 46 11.9 67 37 
1.50 52 2.57Se 22 48** 11.3 58 44 
.90 5.3 85# 30 42 20.0 106 36 
2.00 5g 2.83De 5 5 12.4 71 47 
— — Def.# — — — — 41 
.90 53 1.67Se 28 9 10.2 54 17 
80(b) 6.2 1.08Se 13 D 12.0 74 64 
30 5.0 47Au 38 14 In 64 45 
1.36 57 2.26Se 23 O 10.6 60 41 
2.00 5.4 2.50Ma 15 D 14.8 80 52 
1.20 6.0 1.87N 46 14 10.7 64 59 
1.50 3.9 2.26] y 24 6 16.8 66 22 
1.00(k) 5.0 1.58N 16 9 12.7 63 47 
80 5.3 1.21Se 25 2 12.4 66 34 
1.00 4.8 1.31# 5 14 16.0 76 43 
.60 4.6 72# 71 D 18.1 83 34 
1.40 52 2.27Se 43 10 11.9 62 38 
1.12(d) 5.6 1.92Se 14 a 10.4 58 28 
1.00 4.5 1.23Se D20 D 17.9 81 33 
1.60 53 2.39# 7 17 12.6 67 63 
1.20(i) 4.8 2.23De 17 ~ 11.2 54 32 
88 49 1.48N 33 -- 12.2 59 49 
1.00 fe 83# D33 1 15.7 120 57 
80 5.0 1.28Je 4 6 12.5 63 53 
2.00 5.4 2.90Se 7 33 12.8 69 44 
1.32 4.6 1.89Je NC 19 15.3 72 53 
1.00 =H 2.38De 6 9 13.4 42 40 
a5 75 1.22 13 ~- 8.2 61 25 
56 5.9 59# 16 16 16.1 95 64 
15 5.0 .26Je -- 9 11.5 58 63 
80 6.1 89# 12 D 14.6 90 35 
1.40 5.4 2.12N 30 23 12.3 66 oe 
2.00 5.4 2.41Se 16 D 15.4 83 64 
2.00 53 3.48Se 31 4 10.9 57 42 
40 CAE | .34Se D33 — — 117 67 
.60 4.0 1.24Ma NC 29 ZA 48 35 
5.1% 13.2 69% 
Aver. 
Incr. Approx 
Recent In Sh. Price- Div. Common 
dend Approx. Shave % In- Earns, Earns. Pay- Stock 
Rate Yield Earns. crease 1951-55 Ratio out Equity 
$9.00 5.1% $13.13N* 1% 3 13.3 69% 64% 
2.00 4.2 2.43#* —_ 3 19.8 82 63 
4.50 a2 5.45# 6 5 15.8 83 100 
6.60 53 8.71Au 2 10 14.2 76 78 
8.00 6.0 9.01De — 6 14.8 89 60 
7.00 ahs 8.32N D4 5 15.4 84 58 
2.00 54 2.22De 15 1 17.6 90 64 
5.2% 15.8 82% 
264 














Paid 10 per cent stock dividend. 


Averages 


A—American Stock Exchange. 


eeeeeeesce 


33 
44 


11 
20 
2 


14 


Independents 
4 O Anglo-Canadian Tel. .... 
33° © British Gol. Tel. ....... 
2 © Galt. Inter: Tel. .....:..: 
is © Galt. Water & Tel. ..... 
14 O Central Telephone ...... 
3 O Commonwealth Tel. .... 
3 O Florida Telephone ...... 
210 S General Telephone ...... 
15 O Hawaiian Telephone .... 
5 O Inter-Mountain Tel. ..... 
m S Penmcular Tel. ....0....% 
19 © RKochéster Tel. .......5 
3 O Southeastern Tel. ....... 
8 O Southwestern St. Tel. ... 
28 O United Utilities ........ 
12 O West Coast Tel. ........ 
242 S Western Union Tel. ..... 
PAVETARES ss ociciesen< 
Transit Companies 
22 O Baltimore Transit ...... 
13 O Cincinnati Transit ...... 
9 © Dales Transit ........: 
31 S_ Fifth Ave. Coach Lines . 
225 S Greyhound Corp. ...... 
21 O Los Angeles Transit .... 
ef SS Nat City Lies: ...55365% 
13 O Niagara Frontier Trans. 
70 © Phila: Transit: ............. 
6 O Rochester Transit ...... 
2s (O° Sty ous Py Ss .<s i. 
16S: Tein City RT. . i.ccs. 
ze © United Transit <.....4.. 
AVETABES ...ccseces 
Water Companies 
Holding Companies 
34 S American Water Wks. .. 
Operating Companies 
4 O Bridgeport Hydraulic .. 
11 O Calif. Water Service .... 
3 O Elizabethtown Water ... 
9 S Hackensack Water ..... 
8 O Indianapolis Water A .. 
5 © Jamaica Water s..<6.0 
4 O New Haven Water .... 
2 O Ohio Water Service .... 
7 O Phila. & Sub. Water ... 
2 O Plainfield Un. Water ... 
3 © San Jose Water ... 6... 
9 O Scranton-Springbrook .. 
4 O Southern Calif. Water .. 
3 O West Va. Water Service 22 


(c)—1952-55. 


UD DN DB TB BUD OD of et 
HNDONOSAFSNDAALUNGCOHUMNC 





_ 


— ne 


12 





5.6% 
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4.7% 


per cent stock dividend. (h)—Paid 25 per cent stock dividend. 
Paid 10 per cent stock dividend. 
available. 


Jo 
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$1.76Se 
3.32Se 
.87Se 


$1.27# 
34H 


Site 
2.854 
1.15Se 

4% 
2.744 
1.47# 
1.27# 

434 

684 
Def. # 
1.034 


$1.04Se 


$2.04# 
2.88N 
3.01Ap 
3.60# 
1.59# 
2.94Se 
3.32# 
2.74Se 
2.20# 
5.47# 
3.52Se 
1.44Se 
1.08Je 
1.85Se 


10% 


O—Over-counter or out-of-town exchange. 
change. #—Year ended December, 1955. Ja—January ; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October; N—November; De—December, (b)— 
(d)—Paid 25 per cent stock dividend. 
(i)—Paid 2 per cent stock dividend. 
(k)—Paid 3 per cent stock dividend. NC—Not comparable. 
D—Decrease. X—Deficit in 1951. *On average shares. 
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19 188 34% 48% 
22 133 60 28 
— 126 80 30 
11 13.7 82 42 
14 93 47 2 
2c «(11.1 61 32 
D205 91 40 
31 13.5 59-34 
19 13.0 7300 47 
10 149 85 55 
5 200 88 46 
4 10.3 57 34 
13 110 66 42 
1 | op 76 = 42 
8 140 84 31 
25 14.5 81 43 
19 90 48 85 

13.6 70% 

X 7.9 126% 40% 
—_ 13.2 88 43 
D 88 61 SI 
O 10.2 70 ~=—:100 
D 13.0 87 32 
5 17.0 149 89 
11 el 73 93 
14 5.8 10 78 
D ZA 24 42 
D 11.6 93 40 
28 18.4 206 91 
D -— — 4! 
36 4.9 58 48 

10.5 87% 

6 8.7 48% 16% 

+ 15.7 78% 57% 
O 13.5 76 29 
36 126 33 56 
11 11.4 56 37 
27 11.7 23 33 
10 10.9 68 25 
+ 178 90 63 
5 9.1 55 38 
D ES2 125 29 
8 12.2 55 40 
10 12.8 57 43 
8 11.8 63 29 
8 13.0 74 34 
1 11.9 76 17 





12.7 60% 
S—New York Stock Ex- 
(e)—Also paid 5 


4 
NA—Not 


**1951 was an abnormally bad year. 
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HE urgent need of business today is 

for “three-dimensional” engineers 
and business itself can do much to help 
develop them. This was the theme of a 
recent address by Frederick R. Kappel, 
president of American Telephone and 
Telegraph Company. Kappel was speak- 
ing before the winter general meeting of 
the American Institute of Electrical Engi- 
neers in New York. 

In this dynamic and expanding world 
the competent engineer has to lead a dy- 
namic and expanding life, Kappel said. 
‘In my judgment there is simply no room 
left for any routine approaches to engi- 
neering, or for standing still with the 
mental equipment we’ve got. The engi- 
neer has to grow and change with the 
times, and constantly equip himself to 
handle new problems. He has to nourish 
his mind and broaden his outlook to make 
sure that neither gets obsolete. At all 
times, he has to look ahead.” 

Creative imagination, ability to take 
on new assignments, and selective judg- 
ment constitute the necessary equipment 
of today’s engineer and Kappel believes 
the growing tendency in the schools to 
concentrate on fundamentals is helpful in 
developing these qualities. But it remains 
to industry, he stated, ‘‘the great responsi- 
bility to provide not only first-rate tech- 
nical training but also to make sure the 
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Education for Engineers 


able engineer never gets locked in his 
technical closet. 

“To be sure, he always remains an engi- 
neer, with a sound grasp of engineering 
fundamentals that never grow obsolete. 
But he also becomes something more. As 
he applies ever-changing arts he is also 
thoughtful of their effects. He gains and 
uses knowledge of marketing and finance. 
He interprets between designer and sales- 
man. He perceives and understands the 
general wants and particular problems of 
other people, whether he holds a super- 
visory position or not.” 


X WARDS in money and in sense of ac- 
complishment will be ample for such 
engineers, Kappel said, and, for people of 
ability, who have a real proprietary inter- 
est in the business they are engaged in, 
and want to make their interest effective, 
in action, industry must certainly provide 
full opportunity for education and growth. 
Asan illustration, Kappel outlined some 
of the educational activities organized by 
Western Electric, Bell Telephone Labora- 
tories, and the operating telephone com- 
panies. 

The Communications Development 
Training Program at the laboratories is 
well known. It began in 1948 in response 
to the need to prepare graduate engineers 
for research and development work. The 





































program extends over three years with 
about half the time in classroom work. 
More than a hundred men enter the pro- 
gram each year. 

Starting in 1956 a small number of 
CDT students are being awarded fellow- 
ships to allow them to study for their doc- 
torates. While doing this they continue 
as employees at full salary. 

About 140 professional members of the 
laboratories are doing graduate work at 
nearby universities during part of their 
working hours, with tuition refunded by 
the laboratories. For technical aides and 
also for engineers, the laboratories also 
conduct numerous out-of-hour courses. 
Participation is voluntary, Kappel said, 
and some 1,500 registrations are expected 
this year. In addition a monthly lecture 
program has an average attendance of 


about 700. 


b few operating companies of the Bell 
system are also moving to broaden 
their training. Several of the companies 
have organized specific courses for engi- 
neers of from one to twelve weeks. One 
course, for instance, relates engineering to 
the over-all activity of the company. An- 
other is on transmission. Others cover 
tariffs and rates, technical writing, the 
work of other engineering groups in the 
company, reasons behind the operations 
of other branches of the business, and so 
on. 

Last September about fifty graduate 
engineers of the operating companies be- 
gan twenty-two months of class work and 
study at Bell Laboratories to get a basic 
understanding of new telephone art, in- 
cluding electronic switching. ““We are just 
at the beginning of a gradual transfor- 
mation of the Bell system’s physical 
plant,” said Kappel. “In each company 
we shall have to have engineers who will 
take leadership in effecting this physical 
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transformation, and also in training other 
engineers. This is the first step in a con- 
tinuing program to that end. 


B late summer Western Electric will 
have three study centers, in New 
York, Chicago, and Winston-Salem, Kap- 
pel revealed. Here both new and experi- 
enced engineering employees will be en- 
rolled. New engineers, after their first 
four to six months with the company, will 
take a series of introductory courses to 
help them move into a full assignment. 
After a year’s service they will have ten 
weeks more of study and discussion, not 
only on technical subjects but also in deal- 
ing with people. For experienced engi- 
neers there will be a wide variety of ad- 
vanced courses. In addition, Western 
Electric now operates a plan to encourage 
employees to study on their own time at 
accredited colleges. The company will re- 
fund up to $250 a year tuition to any 
employee, part on enrollment and the rest 
on successful completion of courses which 
the company feels are related to the em- 
ployee’s present job, or to a job he might 
reasonably aspire to hold. 

Throughout the Bell system engineers 
are also participating fully in management 
development programs, Kappel said. He 
continued : 


When we started our executive con- 
ference at Asbury Park two and a half 
years ago we had several ideas in mind. 
We wanted to bring telephone manage- 
ment people and top-flight men in other 
fields together for discussion and case 
study, and let the sparks fly. We wanted 
the least teaching in the sense of pre- 
scribing, and the most learning through 
one’s own thinking. We hoped too that 
the Asbury Park idea would spread all 
through the Bell system at different 
levels of management. 
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All these things are taking place. And 
we shall encourage them more, not less. 
Indeed, we must. 


8 ew the next ten years Kappel fore- 
sees that more than 80,000 Bell sys- 
tem people—engineers included—will be 
moving into new positions in manage- 
ment. 

“In the same ten years we shall be 
going a long, long way in the transfor- 
mation of our physical telephone system. 
New art and new applications will bring 
new convenience in service and new forms 
of service. In fact we expect the time is 
coming when we'll be able to communicate 
anything you want in just about any way 
you want, and over any distance, long or 
short. With people changing, manage- 
ment changing, technology changing, and 
service changing, it is unthinkable not to 
use every means in our power to improve 
our competence and at the same time our 
understanding of the world around us and 
our place in it.” 

Kappel believes the Bell system's need 
for engineers of ability and imagination 
is typical. But he warned that the need 
will not be satisfied just tagging or label- 
ing people as engineers. “We won't do it 
by putting engineers into compartments 
and shutting them off from the rest of 
the ship. We won’t do it by cramming 
size 42 men into size 36 jobs, or vice 
versa. We won't do it by setting so-called 
minimum standards and then sitting back 
and letting nature take its course.” He 
continued : 


We will do it I believe through in- 
telligent and concerted effort to develop 
what I call three-dimensional engineers. 

The first dimension we'll say is what 
you got in college, that showed you how 
to move in a straight line in your first 
particular field. 

The second dimension is in continued 
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training and self-study, that broadens a 
man—or a woman—and keeps him up 
to date with technological changes so 
he can solve problems in broad areas 
and new areas of engineering. 

The third dimension is the height 
that comes from the mixing and min- 
gling of engineering and management 
ideas, so that the engineer’s understand- 
ing of the problems and requirements 
of the business makes him more effec- 
tive in the business. This understand- 
ing comes not only from study but from 
shoulder-to-shoulder association and 
contact and interaction between engi- 
neering, operating, financial, and mer- 
chandising people. And we need this 
third dimension not here and there 
among engineers but everywhere—so 
they will have a volume effect on the 
business. If engineering is to be solid, 
it’s got to have this volume. 


ng can contribute much, especially 
to the second and third dimensions, 
Kappel said. “Right now in our business, 
because of the effort we’re making in 
these directions, we’re getting a wonder- 
ful amount of fine engineering work done 
that otherwise could never have been done 
so soon or so well. More than that, with 
a wider appreciation by other people in 
management of the engineer’s contribu- 
tion, I’m confident we’re getting a better 
team and a better over-all job. And I am 
equally confident that our engineers are 
profiting in prestige, promotion, and salary 
rewards as a result. 

“As the need for technology increases 
further—and it surely will—it seems to 
me inevitable that the need for engineers 
in management, including top manage- 
ment, will likewise continue to increase. I 
don’t see how it can be otherwise. What 
this means is simply that engineers must 
grow, and of course it is they themselves 

















who must do the growing. No one else 
ean do it for them. The training and edu- 
cation I've been talking about are essen- 
tial, all right, but what they add up to in 
the end is only the soil to grow in. 

“. . As I see it, the challenge to 
engineers today is that they should de- 
liberately work to fill out all the height, all 
the depth, and all the breadth they can 
reach. Along with this, industry is 
equally challenged to give able engineers 
full opportunity to live and work and 
think and create in all three dimensions. 
For this is the kind of engineering influ- 
ence and leadership we need, and I have 
great faith we shall get it, to the further 
advantage of our country and the world.” 


A POSSIBLE stumbling block in the path 
of developing the kind of engineers 
Kappel has in mind was pointed out in an 
address by M. S. Coover, president of the 
American Institute of Electrical Engi- 
neers. 

He called the gap between high- 
school training and college entrance re- 
quirements in this country “acute and 
tragic. It seems incredible that we can 
think of continuing to have a well-inte- 
grated educational system in America 
without taking immediate steps” to reduce 
this gap, he said. 

Coover called for a fundamental revi- 
sion in all curriculums in science and engi- 
neering, particularly at the undergraduate 
level in our colleges and universities, in- 
volving elimination of vocational types of 
courses which belong to technician train- 
ing programs. 

Citing the immense progress that has 
been made in engineering and science and 
the increased need for higher competence 
of graduates in these two fields, Coover 
said: 


It becomes imperative that methods 
be developed whereby these high levels 





WHAT OTHERS THINK 


of competence can be reached success- 
fully. 1 believe that our colleges and 
universities realize their responsibility 
in this regard. One of the major ob- 
stacles is that the lure of industrial 
salaries, with their accompanying bene- 
fits, is rapidly depleting our colleges 
and universities of quality teachers. Re- 
placement is becoming more difficult 
and at the same time more potential 
students seek admission. 


O' equal concern, Coover continued, is 
whether adequate preparation is be- 
ing made for admission into our colleges 
and universities. Here, too, it is possible 
to locate reasons for conditions that exist, 
he said. Economic circumstances have 
lured too many good high-school teachers 
to other employment. “Without proper 
guidance, particularly at home, potentially 
capable high-school students can drift into 
the more glamorous courses that are being 
offered currently. All too often parents 
leave guidance to teachers, and serious- 
minded, capable counselors seem to be 
rare. A lengthening dimension, thus, is 
being created between high-school termi- 
nus and college entrance requirements.” 
Coover stated further: 


We in America believe in local con- 
trol in education. It can be made to 
work properly. Unfortunately, school 
administrators in some communities, 
acting with good intentions based on 
inadequate information, or yielding to 
pressure from those who would spare 
their children from the more rigorous 
courses in the sciences, have permitted 
the quality of those courses to decline 
or, except for mathematics, to dis- 
appear. To reverse this trend is neither 
easy nor inexpensive. Let me repeat 
that the lengthening dimension between 
high-school terminus and college en- 
FEBRUARY 14, 1957 





¥ss7 yf? 


trance requirements is acute, it is tragic, 
and it seems incredible that we can 
think of continuing to have a well-inte- 
grated educational system in America 
without taking immediate steps to re- 
duce that dimension. 
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The need to evaluate trends in educa- 
tional standards in our own communities 
is apparent, Coover concluded. He urged 
the development of a corrective program 
wherever needed before the burden be- 
comes too great. 





Industrial Progress Keyed to Efficient Power Use 


ein aag in industrial research, elec- 
tronic controls, industrial lighting, 
air conditioning, and materials handling 
can only come about through the more 
efficient uses of electricity, Fred W. Mc- 
Chesney of General Electric told a meet- 
ing last month of 400 industrial managers. 

McChesney addressed a_ productivity 
forum held in Newark, New Jersey, last 
month—the one hundredth in a continu- 
ing series of such forums held in co- 
operation with the nation’s utilities as part 
of General Electric’s “More Power to 
America” program. The forum was co- 
sponsored by Public Service Electric & 
Gas Company of Newark, New Jersey. 

McChesney, forum chairman, said that 
this year more than 13.5 million workers, 
with 21,110 kilowatt-hours of electricity 
available per worker per year, are han- 
dling the nation’s immense production 
tasks during a workweek which averages 
40.3 hours. “In 1976,” he said, “we esti- 
mate there will be slightly more than 15.5 
million workers available, each having 
about 61,300 kilowatts of electricity at 
his disposal. The great need for utilization 
of the best production equipment and tech- 
niques becomes evident when we consider 
that the workweek then will probably total 
only 34.9 hours.” 

“These figures have three interesting 
things to tell us about the future,” Mc- 
Chesney said. “First we are going to con- 
tinue meeting the demands of a popula- 


tion that is growing at the rate of 2.5 mil- 
lion people per year. Second, we will have 
to do this job with an available work force 
that is growing hardly at all. Third, we 
will finally accomplish the task through 
the continuing rapid growth of electrifi- 
cation in industry.” 


— A. Moore, general sales man- 
ager of Public Service Electric & Gas 
Company, told the forum that the avail- 
ability of dependable sources of power is 
necessary for the nation’s productivity 
plans for the future. “In the last ten years 
electrical load growth has been at such a 
fast rate that there never has been a 
single day when we have not been actually 
building a new generating station or in- 
stalling a new turbine in an existing sta- 
tion,’ Moore said. “Today we are en- 
gaged in construction of two new stations, 
one at Linden which will provide 450,000 
kilowatts and another in North Bergen 
county with a 580,000-kilowatt capacity. 
Still another station, the location of which 
has not yet been determined, will provide 
an additional 300,000 kilowatts,” he 
added. 

The forum was attended by some 400 
area business managers interested in keep- 
ing abreast of the latest production devel- 
opments and techniques. The Public Serv- 
ice Electric & Gas Company cosponsored 
in 1951 the first productivity forum, 
which was also held in Newark. 
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The March of 
Events 


Merger Proposal Filed 
With SEC 

RF” Massachusetts electric utilities filed 

a merger proposal with the Securities 
and Exchange Commission recently. Un- 
der terms of the proposal, Essex County 
Electric Company, Salem, would take over 
Amesbury Electric Light Company, 
Haverhill Electric Company, Lawrence 
Electric Company, and Lowell Electric 
Light Corporation. The resulting com- 
pany would be known in the future 
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as Merrimack-Essex Electric Company. 

All five companies are members of the 
New England Electric System, a holding 
company. The joint application by the 
concerns said the proposed merger would 
result in greater efficiency, economy of 
operation, and simplify New England 
Electric’s corporate organization. 

The SEC scheduled a hearing on the 
plan for February 20th. The utilities also 
filed an outline of their merger proposal 
with the Federal Power Commission. 


Alabama 


Proxy Attack Fails 

oe ENT of the Alabama Gas 

Corporation emerged victorious in 
the contested proxy contest for control of 
the company with the election of five of 
the nine company directors. Final count 
of proxy votes at the recessed annual 
stockholders’ meeting last month gave the 


management slate 467,526 votes or 56.6 
per cent of the total number of shares 


voted and the opposition slate 358,133 
votes, or 43.4 per cent. 

Outcome of the vote was announced at 
the meeting by Attorney James A. Simp- 
son, who had been named “judge” to pass 
on the validity of the ballots. 

Result of the vote insured the re-elec- 
tion of Joseph N. Greene as chairman and 
R. A. Puryear, Jr., as president, and the 
continuation of the company’s present 
policies of operation as a private utility. 


lowa 


New Utility Agency Proposed 
beens of a new state public service 
commission to regulate all utilities, 








both publicly and privately owned, was 
proposed in the state legislature last month 
by Senator Robert R. Rigler, Republican 
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of New Hampton, and other members. 

The measure would abolish the state 
commerce commission, but not until terms 
of present elected members expire. The 
proposed new commission would be em- 
powered to regulate utilities, including 
their rates and security issues. It would 
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be supported by fees from the utilities. 
The fee would be three-fifths of one per 
cent of gross revenue. 

The bill provides that the governor 
would appoint the first five commissioners, 
to staggered terms. Nominations would 
be subject to state senate confirmation. 


Nebraska 


Public Power Bills Killed 


— public power bills were killed 
recently by the state legislature’s pub- 
lic works committee after power district 
spokesmen testified they would be harm- 
ful to the state’s electric system. 

The bills killed by the committee were: 
LB 10, which would have allowed towns 
to vote any time to take over power sys- 
tems from districts at a later date; LB 14, 
requiring public power districts to report 


net profits from operations in each town 
they serve; LB 20, authorizing towns to 
set electric rates that power districts may 
charge. 

Attorney for the Omaha Public Power 
District testified that all three bills would 
make it more difficult for the districts to 
borrow money to build new facilities. 

The president of the Custer Rural Pub- 
lic Power District said the measure 
“would disrupt, maybe even sabotage, our 
operations.” 


New Mexico 


Utility Commission Proposed 

A PROPOSED state constitutional amend- 

ment and accompanying statute to 
provide a new public utility regulatory 
body for New Mexico were introduced in 
the state legislature recently. The proposed 
legislation would set up a five-member 
elected state corporation commission, with 


the members being paid $12,000 a year, it 
was reported. 

The amendment, similar to one defeated 
by the electorate in 1955, would merely 
set up the commission, while the state 
legislature would prescribe powers and 
duties of the agency and have the power 
to enact laws to regulate utilities. 


Washington 


State Legislation 
i. companies would be given the 
power of eminent domain to con- 
demn private property for right of way 
under terms of a bill introduced in the 
state legislature last month. 

Abolition of the state power commis- 
sion was also proposed by a bill introduced 
in the legislature last month by Represent- 
atives Rasmussen and Munsey, both of 
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Tacoma, and Goldmark of Okanogan. The 
bill would retain provisions for operating 
agencies to enable cities and public utility 
districts to engage in joint acquisition, 
construction, and operation of electric 
power systems. 

Governor Rosellini had suggested the 
state legislature explore the need for re- 
taining the commission. He said its func- 
tions could be transferred to another 
agency. 
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Trends and Topics 


Trended Original Cost as Substitute for 
Reproduction Cost 


| gered of present fair value has been presented in several forms. Market 
value, the price at which a willing seller would sell and a willing purchaser 
would buy, has been given little weight because there is no market available 
for determining comparative prices. Parcels of land are bought and sold in a 
community and market price may be ascertained, but a large public utility 
plant is obviously in a very different category. Reproduction cost evidence 
is accepted by commissions which do not adhere to the original cost theory. 
Original cost stated in terms of purchasing power of the dollar is another 
alternative. 


Acceptance of Trended Original Cost 


The Pennsylvania commission in its recent decision on rates of the Bell 
Telephone Company of Pennsylvania (16 PUR3d 207) said it was required 
to give consideration, among other things, “to original cost and to reproduc- 
tion cost (or trended original cost).”” The company in supporting its claims 
used Western Electric Company construction cost index numbers to trend 
original cost. The commission said that while the applicable statute speaks 
of “reproduction cost,” the commission has accepted trended original cost 
as a reasonable substitute. The commission referred to the superior court 
decision in the Equitable Gas Company case (68 PUR NS 65), where it was 
said that “original cost trended would, if depreciated, approximate a value 
equal to reproduction cost depreciated.” 

Evidence of trended original cost was considered by the Illinois commis- 
sion in determining reproduction cost. Original costs by accounts and year 
of installation had been trended by the application of the Handy-Whitman 
Index. The commission explained the development and use of this index 
(6 PUR3d 108). The commission said that while the evidence might be 
open to challenge in some minor respects, such evidence did reflect a decrease 
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in the purchasing power of the dollar and the change in economic conditions 
and was pertinent. The commission in an earlier case, in 1937, had given 
little weight to indexes viewed as unreliably applied (19 PUR NS 177). 

The Ohio commission, in a telephone rate case (82 PUR NS 341), rejected 
a contention that the trending method of pricing applied to certain property 
was not proper in establishing reproduction cost. The statute provided that 
the commission should find the “cost of new production” of the physical prop- 
erty, except land. The commission ruled that the application of cost indexes 
to recorded book costs satisfied the statutory requirement and was, therefore, 
competent evidence of “cost of new production” or “‘reproduction cost new.” 
Trended original cost has also been used in California (PUR1931A 132). 

Under an Indiana statute providing that costs of reproduction may, be taken 
into account, the Indiana supreme court ruled that the statute was broad 
enough to permit the commission and the reviewing court to utilize costs at the 
time of construction or purchase, costs of bringing the property to its present 
state of efficiency, and also reproduction costs at current prices (74 PUR 
NS 265). 


Criticism of Trended Cost 


The underlying objections to evidence of reproduction cost of existing 
plant constructed piecemeal, as distinguished from reproduction cost of a 
modern plant at one time, may be noted in criticisms of trended original cost. 
An exhibit presented to the Missouri commission was based upon an estimate 
of the amount of plant cost which would have been incurred if the current 
price for materials and labor had prevailed at the time the plant was actually 
constructed. This method, said the commission, was not to be confused with 
a cost of reproduction estimate which envisions wholesale reproduction at 
current price levels. The plant had been built on a piecemeal basis. Present 
book costs reflected cost of piecemeal construction. The current cost estimate 
reflected a factoring up of experienced piecemeal costs to current cost levels. 
The commission did not believe that this provided a satisfactory measure of 
what it would cost to construct the plant at the time of the rate proceeding 
(77 PUR NS 33). 

The New Jersey supreme court, upholding a commission rate order, although 
it had been contended that the commission ignored substantial evidence in 
relation to reproduction cost, declared at the outset that the commission is not 
bound by any single formula or combination of formulae (100 PUR NS 379, 
390). The court also discussed proof as to reproduction cost of mass items 
such as poles, cables, and stations. Buildings and central office equipment 
had been valued by company witnesses “with the aid of special index num- 
bers” based on the results of computations by experts. The court said that 
there was a danger of injustice to the public in basing a fair value determi- 
nation on reproduction cost new of obsolete or obsolescent facilities by adjust- 
ing actual costs to the current purchasing power of the dollar. 

Estimated cost new, as used in a gas rate case before the Kentucky commis- 
sion, was described as ‘another variation of cost of reproduction or repro- 
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duction cost new.”” The commission said it appeared to have been determined 
by applying certain trends to the items of plant. The commission, in view of 
its past decisions on reproduction cost estimates, which it called highly specu- 
lative, refused to accept the estimated cost new as a sole method to be used 
in arriving at a rate base, but in accordance with Kentucky statutes it con- 
sidered this evidence (95 PUR NS 65). 


Evidence of Price Changes 


Trended original cost must, of course, be based upon proper percentages. 
The Handy-Whitman Index, mentioned in the Illinois case, supra, has often 
been used by utility companies. Less precise evidence of price changes has 
sometimes been presented. In a case before the Indiana commission (51 
PUR NS 93) a witness took the actual cost and added 25 per cent to bring 
the figures down to the time of the rate proceeding. The commission said 
it did not believe much weight could be given to this testimony as to the 
value of the property ‘‘on a reproduction cost new basis.” The percentage 
allowance was called arbitrary. 

The Delaware supreme court termed inadequate a rate base which was 
12 per cent in excess of depreciated original cost, since it did not “properly 
reflect the impact of inflationary prices” (8 PUR3d 286). The New Mexico 
commission, in fixing rates for a liquefied petroleum gas company, determined 
original cost less depreciation and then added 5 per cent for reproduction cost 
(72 PUR NS 75). 

Before the Supreme Court discarded fair value and allowed original cost 
to be used in fixing a rate base, it examined evidence of price changes in the 
West case (8 PUR NS 433). Price indexes were not applied to cost but to 
an earlier valuation. The court did not think it appropriate to obtain present 
value by trending the earlier valuation and net additions by applying price 
indexes which were not prepared as an aid to appraisal of the property. A 
wide variation in employing different indexes, said the court, impugned their 
accuracy. The use of the relation of values of specific articles as of two 
given dates, the court added, is quite distinct from the application of general 
commodity indexes to a conglomerate of assets constituting a utility plant. 





Review of Current Cases 


Reproduction Cost Figures Rejected and Hypothetical 
Debt Ratio Used in Rate Case 





HE Mississippi commission denied 
Southern Bell Telephone & Tele 
graph Company’s application for a rate 
increase. It found that, after excluding 
working capital and plant under construc- 





tion from a net investment rate base, ex- 
isting rates were sufficient to enable the 
company to operate successfully, to main- 
tain its financial integrity, and to attract 
capital at reasonable cost. The return 
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under existing rates was calculated to 
range from 4.96 per cent to 5.08 per cent 
after adjusting debt ratio and cost of 
capital. 

Statutory Requirements 

The statute governing the commission 
in its regulation of public utility rates was 
enacted on March 29, 1956. It provides 
that rates shall be just and reasonable and 
such as to yield a fair return on the rea- 
sonable value of the company’s property. 
It also provides for the determination of 
a rate base after giving due consideration 
to all elements that are generally con- 
sidered in determining a rate base. 

The law prescribes no formula or tech- 
nique to be followed and is silent as to 
the proper measurement of a fair rate of 
return or the dimensions of the reasonable 
value of the company’s property. Nor 
does it specify the elements that are gen- 
erally considered in determining a rate 
base. The dominant standard, said the 
commission, is that rates shall be just and 
reasonable. 


Reproduction Cost Evidence 


The company claimed that the term 
“reasonable value” as used in the statute 
is synonymous with what is commonly re- 
ferred to as “fair value” in other jurisdic- 
tions. The commission agreed. But the 
company relied almost entirely on its esti- 
mate of reproduction cost new of the 
property less existing depreciation in ar- 
riving at its alleged reasonable value. 
After discussing the evidence adduced by 
the company’s witnesses, the commission 
found it to be “conjectural, speculative, 
unrealistic, and unreliable.’ Conse- 
quently, it gave no weight to such evi- 
dence. 


Plant under Construction and 
Working Capital 


The inclusion of plant under construc- 
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tion in the rate base was held to be con- 
trary to sound rate-making principles. 
The commission pointed out that when 
construction work is completed, total cost, 
including interest, taxes, and other over- 
heads, is capitalized. It believed, there- 
fore, that the company would suffer no in- 
justice by exclusion of such construction 
from the rate base. 

Much recent construction was designed 
for new customers and for upgrading of 
present subscribers. If, therefore, plant 
under construction were included in the 
rate base, equity would require the inclu- 
sion also of estimated additional revenue 
produced. The company offered no evi- 
dence as to such revenue. 

Likewise, no allowance was made for 
working capital. The company accrues a 
substantial sum of tax money in advance 
of the tax due dates, and, therefore, en- 
joys the use and benefit of such funds in 
its business. The subscribers contribute 
this money through their monthly bills. 
If they were obliged to pay a return on 
this working capital, according to the 
commission, it would be tantamount to 
a return on their own funds. Further- 
more, it would constitute unjust enrich- 
ment to the company. 

A net average investment rate base 
was treated by the commission as the rea- 
sonable value of the company’s property, 
since, in its opinion, that was the only 
competent and reliable evidence in the 
record. 


Rate-fixing Standard 


In fixing rates, the commission said, it 
is essential to achieve an equitable balance 
between the investor and consumer inter- 
ests. The method used is of less impor- 
tance than the end result reached. The 
commission observed that with an estab- 
lished rate base, the rate of return is a 
function of the net operating income. 











Thus, if such income is fair and reason- 
able, the rate of return is reasonable, what- 
ever the percentage. 


Capital Structure 


The commission was of the opinion 
that the company’s capital structure was 
imprudent and uneconomical because of 
an abnormally low amount of debt. Its 
debt ratio during the test period averaged 
21.07 per cent. On the other hand, the 
debt ratios of electric and gas companies 
have advanced to over 50 per cent. More- 
over, unlike electric and gas companies, 
the telephone company’s capitalization 
had no preferred stock. While the elec- 
tric and gas companies have been reduc- 
ing their over-all cost of capital, thus bene- 
fiting the ratepayers, Southern Bell has 
been increasing its cost of capital. 

It has assets in excess of one billion 
dollars, according to the commission. It 
paid dividends every year during the eco- 
nomic depression in the 1930’s. Also, its 
earnings record has been excellent. The 
commission held that from the standpoint 
of risk and stability of earnings, Southern 
Bell could carry as much long-term debt 
as is characteristic of the electric utility 
industry. 

Accordingly, it adopted an assumed 
debt ratio ranging from 45 per cent 
to 50 per cent for the purpose of 
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determining the fairness of the company’s 
rates. 


Cost of Capital 


The commission considered the cost of 
the company’s debt and equity capital. In 
determining the cost of equity capital, it 
considered both dividends and surplus. 
Earnings-price ratio, it said, constitutes a 
sound basis for determining the investor’s 
requirements. 

In considering cost of financing, the 
commission noted that Southern Bell in- 
curs only a nominal expense in selling 
all of its common stock to American Tele- 
phone and Telegraph Company. Also, 
since the latter purchases every share of 
common stock at par value, it would be 
unrealistic to consider market pressure in 
determining the cost of equity capital to 
Southern Bell. 

The commission concluded that fair 
and equitable earnings-price ratios would 
be 6.30 per cent at a debt ratio of 45 
per cent and 6.40 per cent at a 50 per cent 
debt ratio. In so doing, it considered eco- 
nomic conditions, the company’s growth 
record and prospects, its financial history, 
technological developments, and the com- 
pany’s protection against destructive com- 
petition. Mississippi Pub. Service Com- 
mission v. Southern Bell Teleph. & Teleg. 
Co. Docket No. U-17, December 20, 1956. 


Higher Cost under Fuel Adjustment Clause Passed 
On to Electric Consumers 


| gene ey cost of electricity purchased 
under a fuel adjustment agreement im- 
pelled the Florida Public Utilities Com- 
pany to seek authority to pass on the 
added burden to its consumers in the area 
of Marianna, Florida. The Florida com- 
mission authorized the adjustment clause 
to be applied to the company’s existing 
rates on a percentage basis. 





During the past year the fuel adjust- 
ment cost was sufficient to reduce the 
utility’s return on investment by 1.65 per 
cent. Despite the rising commodity cost, 
along with a general increase in operating 
costs, the company’s customers had not 
been called upon to pay a rate increase 
since 1946. 

Although the present fuel adjustment 
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agreement had been approved by the Fed- 
eral Power Commission, it had never 
been submitted to the state commission. 
As the agreement would soon have to 
be renegotiated, the Florida commission 
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indicated that the new contract should be 
submitted for its consideration before put- 
ting it into effect. Re Florida Pub. Utih- 
ties Co. Docket No. 4884-EU, Order No. 
2428, December 19, 1956. 


Texas-to-Florida Gas Pipeline Authorized 
Subject to Conditions 


ea Federal Power Commission, un- 
der § 7 (e) of the Natural Gas Act, 
authorized two companies individually to 
construct and operate connecting natural 
gas pipelines extending from southern 
Texas to a point below Miami, Florida. A 
number of conditions, however, demanded 
by public convenience and necessity, were 
imposed along with the certificate grants. 
The commission noted the need for natu- 
ral gas in Florida, considering the com- 
petitive and other disadvantages under 
which the state rests in depending upon 
petroleum products alone for fuel. 

Coastal Transmission Corporation pro- 
posed a 574-mile pipeline from southern 
Texas to Baton Rouge, with four com- 
pressor stations and 400 miles of supply 
laterals. From Baton Rouge, Houston 
Texas Gas & Oil Corporation proposed 
to continue the line through to southern 
Florida, a distance of 942 miles, with four 
compressor stations and 700 miles of lat- 
erals in Florida. Coastal’s facilities were 
estimated to cost $54,589,000, while those 
of Houston Gas would cost about $94,- 
258,000. 


The “Transportation” Service 


Coastal would initially constitute the 
sole source of supply to Houston Gas and 
the latter would furnish Coastal’s sole 
market. Showing long-term contracts for 
an ample supply of gas, Coastal proposed 
to deliver to Houston Gas on a cost-of- 
service basis an initial volume of about 
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250,000 Mcf of gas per day, of which 
about 100,000 Mcf per day would be sold 
by Houston Gas for resale. But approxi- 
mately 150,000 Mcf per day would con- 
sist of “transportation” gas delivered to 
two large Florida power companies for 
use as boiler fuel. This gas would be pur- 
chased by the power companies directly 
from producers in Texas and Louisiana, 
and Coastal and Houston Gas would 
merely transport it. Houston Gas would 
receive the entire payment for the trans- 
portation, compensating Coastal in turn, 
under a cost-of-service agreement, for its 
part in the service. 

Although the arrangement for trans- 
portation of large volumes of gas for 
use as boiler fuel would not in itself 
render the project unacceptable, the com- 
mission indicated, several defects in the 
arrangement were apparent. The trans- 
portation charge was to be determined 
basically on a comparison with the cost 
of oil, and would initially be substantially 
below the cost of rendering the transpor- 
tation service. Contractual provisions in- 
sured, moreover, that charges to the 
power companies would remain competi- 
tive with those for oil, without proper 
regard for cost-of-service considerations. 
Other provisions permitted the power 
companies to cancel or reduce their obli- 
gations on a number of contingencies. In- 
vocation of these provisions could leave 
both transmission companies with up to 
60 per cent unused capacity. 



























In authorizing the project, therefore, 
the commission required new transporta- 
tion rates to be filed based on cost of 
service. The cancellation and reduction- 
of-take provisions were ordered to be 
eliminated. 

Commissioner Connole, dissenting, 
pointed out that the transportation charge, 
if it were to bear its fair share of the 
cost of service, would make the total cost 
of gas to the power companies prohibi- 
tive. Undoubtedly, therefore, they would 
not take gas under the conditions imposed 
by the commission. This commissioner 
thought the project was economically un- 
feasible and should be denied outright. 


Rate-of-return Equalization 

The commission approved the economic 
feasibility of the project, though the rates 
of return for the first three years appeared 
to be somewhat less than fair—well under 
6 per cent. An appreciable part of the re- 
turn for Houston Gas would be derived 
from a rate-of-return equalization agree- 
ment between the two companies. 

It was agreed that if, during the first 
three years of operation, Houston Gas’ 
rate of return should be less than 6 per 
cent, Coastal would reduce its bill, ren- 
dered on the basis of cost of service at a 
6} per cent rate of return, by an amount 
sufficient to equalize the rate of return 
of the two companies. The commission 
said this arrangement, as it stood, failed 
to meet the requirement that a rate be 
definite and certain and constituted an un- 
lawful automatic price adjustment scheme. 

Furthermore, the 6} per cent rate of 
return for Coastal was said to be exces- 
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sive, considering that, in view of the com- 
mission’s disapproval of cancellation pro- 
visions, the company would have assured 
markets under long-term contracts. With 
15 per cent common equity financing, a 
6} per cent rate of return would produce 
a 14 per cent return on common stock, 
which would be excessive. The commis- 
sion directed that the cost-of-service 
charges be based upon the over-all rate of 
return of the two companies, though never 
exceeding 6 per cent. 


Financing 

Both companies proposed to provide 
only 12.4 per cent of the cost of the 
transmission facilities from sales of com- 
mon stock. Approximately 15 per cent 
would be provided from interim con- 
vertible notes. First mortgage bonds 
would account for about 73 per cent. 

The commission required that the com- 
mon equity ratio be raised to 15 per cent. 
A smaller percentage would result in an 
unduly large portion of income going for 
debt service and leaving a very small 
margin for times when economic condi- 
tions might be less favorable. The com- 
panies were directed to submit complete 
financing plans before undertaking to put 
them into effect. 

Houston Gas further proposed to ac- 
quire some distribution facilities. Since 
the amount of funds needed for this proj- 
ect was rather indefinite, the commission 
also required a complete plan for financ- 
ing this undertaking. Re Houston Texas 
Gas & Oil Corp. et al. Docket Nos. G- 
9262 et al. Opinion No. 301, December 
28, 1956. 


Guaranty of Bonds Constitutes a Security 


P ‘ ‘HE Securities and Exchange Com- 
mission authorized Public Service 


Company of Oklahoma, an electric utility 
subsidiary of Central & South West 





Corporation, a holding company, to enter 
into an amended contract with Transok 
Pipe Line Company, a nonaffiliated intra- 
state natural gas pipeline company, for a 
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natural gas supply to be used as boiler 
fuel at the electric company’s generating 
stations. 


Contract Provisions 


The price for gas to be paid by Public 
Service would be sufficient to pay 
Transok’s operating expenses and interest 
on, and amortization of, the principal of 
its outstanding first mortgage bonds. If 
the pipeline company should default on its 
interest or principal payments the electric 
company would, at the election of the 
trustee under the mortgage indenture, 
take over the operation of the pipeline 
system and pay rental sufficient to cover 
principal and interest on the first mortgage 
bonds. 

The contract further provided that 
upon default the electric company might 
purchase the pipeline system for an 
amount equal to all amounts then or 
thereafter payable for principal and inter- 
est, such payments being made to the trus- 
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tee when and as they might be payable 
by the terms of the bonds. 


Guaranty of Bonds 


These obligations of the electric com- 
pany were stated in the contract to be 
assignable by the pipeline company to its 
indenture trustee as security with respect 
to the payment of indebtedness on its out- 
standing bonds and, in fact, were as- 
signed accordingly. The commission held 
that these arrangements constituted a 
guaranty of, or assumption of, liability 
on the bonds and, therefore, constituted 
a security subject to the provisions of §§ 
6(a) and 7 of the Holding Company Act. 
The commission concluded, however, that 
the guaranty satisfied the standards of 
§ 7 in that it would have only a slight 
effect upon the consolidated capitalization 
ratios and earnings coverages of the hold- 
ing company system. Re Public Service 
Co. of Oklahoma, File No. 70-3501, Re- 
lease No. 13328, December 5, 1956. 


Co-operative’s Right to Complain Sustained but 
Territorial Violation Charge Dismissed 


A CO-OPERATIVE, though not under the 
commission’s jurisdiction, has stand- 
ing to complain against the conduct of a 
regulated utility, said the Missouri com- 
mission, in ruling on a complaint by an 
electric co-operative that an electric com- 
pany had extended its lines beyond its 
authorized territory to serve a new resi- 
dential development which the co-opera- 
tive itself sought to serve. A co-operative 
has the same right to complain as anyone 
else, if it believes a utility has violated its 
authority. The consumer in this instance 
preferred service by the regulated com- 
pany. Ina prior order the company was au- 
thorized to construct a transmission line, 
which would permit it to serve industrial 
and residential customers over a wide 
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area. From this transmission line, the 
company constructed a 24-mile line to 
the residential development without ob- 
taining further specific authority. 

Although the commission did not ex- 
pressly rule that the company’s action was 
entirely proper, it did, in effect, approve 
the extension by dismissing the co-opera- 
tive’s complaint. The company has a 
right, it was said, to make connections 
from the transmission line for reasonable 
distances and reasonable purposes without 
obtaining additional authority. 

The commission indicated that it would 
be inclined to grant the extension au- 
thority without further hearing if the 
company had in fact exceeded its author- 
ity in building the line. And if the owners 




















of the residential development had de- 
manded service of the company, the com- 
mission would have required it to be fur- 
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nished. Cuivre River Electric Co-opera- 
tive, Inc. v. Missouri Edison Co. Case 
No. 13,482, December 18, 1956. 


Lack of Intrastate Allocations Results in Denial 
Of Rate Increase 


ens California commission denied the 
applications of certain railroads and 
connecting highway common carriers for 
permission to increase local and joint 
freight rates. While over-all rates of re- 
turn and operating ratios were helpful in 
appraising the adequacy of interstate car- 
rier Operating revenues, as a system, and 
the trend in recent years of such reve- 
nues, they were of no assistance to a de- 
termination of issues relating exclusively 
to intrastate rates, pointed out the com- 
mission. As applied to the prescription of 
intrastate rates by state authority, it was 
jurisdictional that intrastate revenues, ex- 
penses, and properties be ascertained. 

The applicants had contended that re- 
liable separations of intrastate operating 
expenses and investment could not be ob- 
tained. 

The commission commented that the 
testimony had conveyed the impres- 
sion of a manifest desire to search out 
reasons why the separations could not be 
made, instead of a willingness to adopt 
an open-minded attitude in the solution 
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of the problem. Naturally, said the com- 
mission, allocations would in many in- 
stances be necessary. While they might 
be somewhat inaccurate in the initial for- 
mulations, with the accumulation of expe- 
rience, they would reflect reliability. The 
evidence was convincing that the develop- 
ment of such separations procedures was 
feasible. 

With respect to the cost of developing 
data, modern electronic computing ma- 
chines were now available which would 
expedite and greatly facilitate the accu- 
mulation and processing of large masses 
of accounting, operating, and other sta- 
tistical information. The commission con- 
cluded that the applicants had failed to 
sustain the burden of proving the pro- 
posed rate increases justified. Present in- 
trastate rates had not been shown to be 
unreasonable or otherwise unlawful, nor 
had returns upon intrastate operations 
been shown unreasonable. Re Freight 
Rates and Charges, Decision No. 54215, 
Application No. 37697, December 11, 
1956. 


Higher Freight Rates Rejected as Argument for 
Continuing Needless Passenger Service 


oe chambers of commerce, along 
with others, in an action to set aside 
an Arizona commission order authorizing 
a railroad to discontinue a branch-line 
passenger service, failed to sustain their 
burden of proving “by clear and satis- 
factory evidence” that the order was un- 





reasonable or unlawful, the Arizona su- 
preme court ruled on appeal from a lower 
court. 

The primary consideration, said the 
court, was whether public convenience 
and necessity required a continuation of 
the service. If a cessation of operation 
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would result in some public inconven- 
ience, then the question of financial loss to 
the company would become important. 
It would have to be weighed against the 
loss to the public resulting from incon- 
venience. The lower court found that the 
company sustained out-of-pocket losses 
amounting to much more than the pas- 
senger revenues. It also found that the 
public need for the service was not suffi- 
cient to warrant continued operation, con- 
sidering that adequate bus service was 
available. 

The protesting parties argued that the 
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passenger service should not be discon- 
tinued, because the company had secured 
freight rate increases to compensate for 
losses on passenger operation. The court 
rejected this argument. Such a situation 
would not require an indefinite continua- 
tion of passenger service. If the freight 
rates should be found excessive after 
passenger operations are discontinued, the 
court observed, the proper course of ac- 
tion would be to reduce the freight rates, 
not continue a needless service. Safford 
Chamber of Commerce et al. v. Arizona 


Corp. Commission, 303 P2d 713. 


Accessorial Services Charge Contained in Single Rate 
_ Tariff Not Discriminatory 


HE United States Supreme Court 

affirmed a lower court’s judgment 
holding that single factor export rates 
charged the federal government by rail- 
roads were not discriminatory even 
though both line-haul and accessorial 
services were included in the tariff sched- 
ule, and the government performed its 
own accessorial services. 

Before the Korean War, military ex- 
port shipments passing through Army 
base piers in Norfolk, Virginia, were car- 
ried by the railroads at a single rate 
which covered both transportation and 
pier services. Pier services included 
wharfage and handling. 

The railroads, in accordance with tariffs 
filed with the Interstate Commerce Com- 
mission, furnished these accessorial serv- 
ices through a specified public wharfinger 
at public sections of the piers. After the 
outbreak of war, the government decided 
to operate certain portions of the piers 
directly, in order to facilitate shipments. 
The railroads continued to charge the 
same line-haul rate as before on govern- 
ment shipments and refused to grant an 
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allowance for performance of the acces- 
sorial services by the government. 


Interstate Commerce Act Not Violated 


The railroads’ refusal to grant the gov- 
ernment an allowance, held the court, did 
not violate any section of the Interstate 
Commerce Act since the government 
could have used the same facilities as com- 
mercial shippers and obtained the benefits 
of the tariff but chose not to comply with 
the provision requiring the shipper to use 
a specified public wharfinger under con- 
tract to the railroad for performance of 
the pier services. The government had 
been treated identically with those private 
shippers who did not care to comply with 
the tariff requirements for business rea- 
sons. The fact that the government’s op- 
eration of its private pier was caused by 
a national emergency did not alter the 
situation. 


Obligation to Perform Discharged 


The federal government, pointed out 
the court, had the right to prohibit a car- 
rier from performing switching upon pri- 

















vate tracks even though the carrier might 
be willing and able to perform the service. 
Once that was done, the carrier’s obliga- 
tion to perform the service was dis- 
charged. The payment of allowances to 
the shipper for performance of the service, 
in whole or in part, would be unlawful, 
except as a voluntary concession of the 
carriers to the government under § 22 of 
the Interstate Commerce Act. 
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Although the government had the right 
to have shipments accorded the same 
privileges given others, and could even 
obtain perference or priority in case of 
an emergency, or be granted and accept 
a voluntary preference under § 22, it 
could not otherwise require extra services 
or allowances. United States v. Interstate 
Commerce Commission et al. 1 L ed 2d 
211,77 S Ct 241. 


Electric Company Ordered to Rehabilitate Distribution 
System and Reduce Return 


A SERVICE complaint brought by a town 
against a small electric company re- 
sulted in the Wyoming commission or- 
dering the company to rehabilitate distri- 
bution facilities. The company was also 
ordered to compile and maintain proper 
records, to file new tariffs in accordance 
with the commission’s reduction in the 
return allowance, and to submit quarterly 
reports of operating activities. 


Service Deficiencies 


The commission found that, in most 
instances, secondary lines attached to 
transformers were too small in size and 
inadequate to serve existing load. Line 
loss was far above normal. Transformers 
were overloaded and improperly located. 
Voltage leaks occurred throughout the 
system because of uncovered secondary 
wires brushing against trees, particularly 
during times of high winds and inclement 
weather. 

Meters were not grounded, and most 
of the supply loops or drop lines were un- 
insulated and improperly attached, creat- 
ing safety hazards. Conductors were im- 
properly fastened to insulators and some 
of the poles were broken at the base. 

The commission found that since the 
hearing, the company had proceeded to 





rehabilitate the distribution system under 
the supervision of an engineer and accord- 
ing to recognized standards and the pro- 
visions of the National Electrical Safety 
Code. Progress had reached the point 
where facilities, as rehabilitated, would 
enable the company to furnish adequate 
service. Efforts in that direction were di- 
rected to continue. 


Rate Base and Return Allowance 


The company had been furnishing 
service to certain consumers at rates not 
filed with or approved by the commission. 
Consumer accounts had been allowed to 
become delinquent. Plant accounts con- 
tained certain items of obsolete equipment 
not used by the company, which had been 
fully depreciated. The company had been 
furnishing service to an interrelated cor- 
poration without charge and had paid 
capital expenditures incurred by the non- 
utility business. 

The president of the company testified 
that, in the future, the company would 
charge all consumers the proper filed 
tariff rates and that an adequate account- 
ing system would be installed and main- 
tained to properly reflect assets and lia- 
bilities, operating expenses, and revenues, 
and to provide a sound basis for the 
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determination of a proper rate structure. 

The commission approved a rate base 
study as modified. An allowance for ma- 
terials and supplies and working capital 
was included. 

Under existing rates, the company was 
earning a return of 10.36 per cent on the 
net investment rate base. Such return was 
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considered excessive, and the company 
was required to file a revised schedule 
designed to reduce annual gross revenues. 
A return of approximately 7 per cent was 
considered more reasonable. Town of 
Hudson, Wyoming v. Svilar Light & 
Power, Inc. Docket No. 9306, January 2, 
1957. 


Failure to Exhaust Administrative Remedies Is Bar to 
Equity Action 


(ie New Mexico supreme court af- 
firmed a lower court’s decision which 
had dismissed a complaint on the ground 
that the plaintiff had failed to exhaust 
statutory administrative remedies. The 
plaintiff’s action had been brought to re- 
cover amounts paid a gas company for 
service under a commission rate order 
which had increased existing contract 
rates between the company and the plain- 
tiff. 

By not first awaiting the final outcome 
of a pending statutory review proceeding, 
held the court, the plaintiff had failed to 
exhaust administrative remedies and con- 
sequently could not maintain the present 
action. The trial court in the pending re- 
view proceeding would be called upon to 
render important decisions on how far the 
commission could go in changing a so- 
called contract rate, after the public inter- 
est had entered the equation. The court, 
in the instant case, would not do so. The 
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precise question before it was whether the 
plaintiff should have exhausted statutory 
remedies before invoking the aid of 
equity. The answer was in the affirmative. 


Dissent as to Contract Rate 


In a strong dissenting opinion, Justice 
McGhee stated that when the commission 
had made and enforced an ex parte order, 
it acted in excess of authority and juris- 
diction. A contract rate, he said, should 
not be changed by the utility under a mere 
rate filing procedure, or by the commis- 
sion in an ex parte order. A contract rate 
could be changed only after a hearing and 
a finding that the change was required in 
the public interest. Neither the filing of 
a new rate nor an order of the commis- 
sion without notice, hearing, and the 
requisite findings as to public interest 
could effect the change. Potash Co. of 
America v. New Mexico Pub. Service 
Commission, 303 P2d 908. 


Capital Transit Original Cost Rate Base Upheld 


+ ie 1954 order of the District of Co- 
lumbia commission granting Capital 
Transit (now D. C. Transit System, Inc.) 
a rate increase has been attacked again. 
The original order was remanded to the 
commission, upon appeal, for a fuller 
statement of its reasons for adopting an 
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original cost rate base. The instant pro- 
ceeding was brought in a federal district 
court by a transit rider who asserted that 
the commission’s reasons, as set forth in 
supplementary findings, did not justify the 
use of an original cost rate base. The 
court sustained the commission’s determi- 
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nation. The commission expressly found 
that the original cost rate base, which it had 
historically used, is a realistic method 
based upon an equitable balancing of pub- 
lic and investor interests. It indicated 
that economic conditions had not changed 
so as to warrant the use of any other rate 
base, and that the fares resulting from 


Wu the Connecticut commission 
denied a small water utility a flat 
rate increase from $25 to $45 per cus- 
tomer per annum, it did authorize a new 
flat rate charge of $35 after disallowing 
a number of expenses. The utility was 
operated by a real estate development 
company which originally undertook the 
water service to facilitate the sale of its 
residential properties in Waterford, Con- 
necticut, outside New London. 


Rulings on Expense Claims 


The company sought to allocate a part 
of its officers’ salaries to the utility as 
operating expenses. But the commission 
refused to allow any specific amount for 
this item on the ground that insufficient 
evidence had been presented to enable it 
to evaluate services rendered by the offi- 
cers. 

Since only a small portion of office 
space, and related expense, was used for 
utility operations, a proportionately small 
allowance was made for office expenses. 
An annual charge of $1.75 a customer 
was allowed for bookkeeping and audit- 
ing, as against a claim of about $5 a cus- 
tomer urged by the company. 

A claim for legal expenses was dis- 
allowed as a nonrecurring expense. Also 
disallowed was a claim for interest 
charges. The cost of borrowed capital, 
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Flat Water Rates Increased 40 Per Cent 
After Disallowance of Expenses 


original cost were reasonable. The com- 
mission considered the use of an original 
cost rate base reasonable and equitable 
after comparing the results it would pro- 
duce with the results of an operating ratio 
method. Spiegel v. District of Columbia 
Pub. Utthties Commission, 145 F Supp 
679. 


the commission said, should be accounted 
for as a deduction from income and not 
as a charge against operating expense. 

Although no specific price had been 
applied to an old system of water mains 
at the time it was acquired along with a 
tract of land purchased for development 
purposes, the commission adopted an esti- 
mated depreciated cost proposed by the 
company. Customers opposing the rate in- 
crease maintained that the amount was 
excessive because it could not be shown 
that it was in fact paid for the mains. The 
commission observed that even though the 
mains were probably thirty-five years old, 
they were still actually in use and the com- 
pany had assumed responsibility for even- 
tually replacing them. Depreciation ex- 
pense was computed for the mains on the 
basis of a 20-year life. 


Comparability of Municipal Rates 


The customers argued, finally, that the 
proposed rates would be higher than those 
applied to patrons of the New London 
municipal plant residing outside the city, 
even though they paid a 20 per cent sur- 
charge. The commission noted that the 
development company purchased water 
from New London at regular domestic 
rates established for customers served be- 
yond the city limits. Therefore, it pointed 
out, the situation of New London patrons 
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and patrons of the development company 
was not comparable. Re Ridgewood 
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Park, Inc. Docket No. 9366, January 10, 
1957. 


Equity Financing Preferred to Debenture Issue 
In View of 47 Per Cent Debt Ratio 


At HOUGH the market value of Carolina 
Telephone & Telegraph Company’s 
common stock approximated $150 a share, 
the North Carolina commission approved 
a request by the company to issue 58,310 
additional shares of common at not less 
than $100 par value, preserving pre-emp- 
tive rights, of course. New capital was 
needed to pay off short-term bank debt 
incurred in connection with a large con- 
struction program. The company had 
raised over $33 million since 1947, most 
of which was equity funds. During 1956 
more than 66,000 shares were sold at $125 
a share. 

The commission was of the opinion that 
the new funds should be raised by the 
sale of stock rather than debentures for 
several reasons. It considered the debt 
ratio of 47.4 per cent as too high. Equity 


financing would reduce this figure and 
help assure the success of further financ- 
ing contemplated by the company in the 
near future. The commission observed 
that, in view of the current high interest 
rates, debentures probably could not be 
sold at less than 43 per cent. Moreover, 
they would be a detriment to future financ- 
ing. The company anticipated no difficulty 
in selling the proposed stock issue at par 
but had no assurance that it would not 
experience difficulty at a price above par. 
Noting the company’s duty to manage its 
financing so as to assure successful future 
financing, and in view of the existing 
market conditions, the commission con- 
cluded that the issue should be authorized 
at not less than par. Re Carolina Teleph. 
& Teleg. Co. Docket No. P-7, Sub 74, 
January 4, 1957. 


Authority to Invade Municipal Water District Denied 


a owned water utility was 
denied authority in California to 
provide service to two areas situated with- 
in the boundaries of municipal water dis- 
tricts. The two areas were the sites of 
new residential subdivisions proposed to 
be built. 

As to one of the areas, in which the 
municipal utility had no facilities, there 
was no protest against private service, but 
the applicant was nevertheless unable to 
prove public convenience and necessity to 
the commission’s satisfaction. No testi- 
mony, either from the developer or from 
any of the public, was offered to show 
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public need. Nor was any contract with 
the developer for the installation of a 
water system shown. Moreover, the pro- 
posed water supply was found to be in- 
adequate. 

The municipal water district contested 
the proposed service to the other area. As 
to it the district was ready, willing, and 
able to furnish service. While the devel- 
oper was apparently able to obtain an ad- 
vantageous agreement for service from the 
private utility, the commission would not 
countenance a duplication of costs to con- 
sumers. 

Finding that public convenience and 
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necessity were again unproved, the com- 
mission observed that it would be difficult, 
if not impossible, for a water company to 
establish public convenience and necessity 
to serve within the boundaries of a mu- 
nicipal water district when the evidence 
shows that the district is lawfully estab- 
lished with boundaries lawfully fixed, and 
that it is providing or is ready, willing, 


PROGRESS OF REGULATION 


and able to provide the necessary service. 

The individual operators of the utility, 
doing business as La Mirada Water Co., 
also sought authority to change the busi- 
ness name to Public Water Co. The com- 
mission disclaimed jurisdiction to grant 
such authority. Re Robinson (La Mirada 
Water Co.) Decision No. 53339, Applica- 
tion No. 37007, July 10, 1956. 





Other Recent Rulings 


Review of ICC Order. The United 
States district court refused to upset an 
Interstate Commerce Commission order 
denying a petition for reopening and re- 
consideration of a contract motor carrier’s 
grandfather permit where the record did 
not disclose the commission’s denial to be 
arbitrary or capricious.. Neuendorf 
Transp. Co. v. United States, 145 F 
Supp 672. 


Exportation of Electric Energy. The 
Federal Power Commission granted an 
electric company’s application for author- 
ity to transmit energy from the United 
States to Canada, imposing limitations as 
to the maximum amount and rate of trans- 
mission, upon a showing that the suffi- 
ciency of electric supply within the United 
States would not be impaired and that the 
co-ordination of facilities subject to the 
commission’s jurisdiction would not be 
impeded. Re Detroit Edison Co. Docket 
No. E-6515, December 17, 1956. 


Telephone Exchange Extension. A pe- 
tition by residents of one telephone ex- 
change for an order directing an exten- 
sion of service on a direct basis from 
another exchange was dismissed by the 
Wisconsin commission where the effect 


would have been to decrease the number 
of customers at the present exchange by 
as much as 21 per cent, thus materially 
affecting the cost of service to the re- 
maining customers. Steeber et al. v. 
General Teleph. Co. of Wisconsin, 2-U- 
4695, December 21, 1956. 


Express Service Discontinued. The 
Wisconsin commission authorized the 
discontinuance of a railway express pre- 
pay station located in a small community, 
upon a showing that public use of the 
facility had declined to very meager pro- 
portions and that motor carrier service 
was available in the area; but the com- 
mission made it clear that the alleged in- 
ability of the company to secure a respon- 
sible employee for the station did not of 
itself constitute a valid reason for discon- 
tinuance. Re Railway Express Agency, 
Inc. 2-R-3139, December 21, 1956. 


Value for City Acquisition. In deter- 
mining the value of electric properties for 
the purpose of municipal acquisition, the 
Alabama commission refused, under an 
Alabama statute, to consider good will or 
future earning capacity of the company 
and rejected claims of damages (other 
than statutably limited severance dam- 
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age) likely to be sustained by the com- 
pany as a result of having to sell that part 
of its properties located in the city. Re 
Utilities Board of the City of Ozark, 
Docket 14251, December 27, 1956. 


Dedication of Service. Denying a re- 
hearing of a decision involving dedication 
of service by a water company, the Cali- 
fornia commission asserted its jurisdic- 
tion, if the issue be raised, to determine 
when and under what conditions a dedica- 
tion of service has been made, the ques- 
tion being a mixed one of law and fact. 
Sawyer v. California Water & Teleph. 
Co. Decision No. 54340, Case Nos. 5596, 
5606, December 28, 19506. 


Railroad Bridge Handrails. The Con- 
necticut commission, upon petition by 
railroad employees’ unions, ordered foot- 
walks and handrails to be installed on 
railroad bridges found to be potential haz- 
ards to crew members by reason of the 
number of switching operations on or 
near the bridges and because of the fre- 
quent occasion for crew members to be 
on them; but the commission refused to 
find that all railroad bridges within the 
state necessarily required footwalks and 
handrails. Re Brotherhood of Locomotive 
Hingineers et al. Docket No. 9153, Janu- 
ary 10, 1957. 


Switching Service Switched. The Mis- 
souri commission authorized a carrier in 
the process of converting from an electric 
railroad system to a motorbus system to 
discontinue switching service to a power 
company and to sell that portion of its 
properties to the power company ; and the 
commission authorized two railroads to 
commence rendering such switching serv- 
ice to the power company, upon a showing 
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that the changes would not be detrimental 
to the public. Re Kansas City Pub. Serv- 
ice Co. et al. Case No. 13,583, December 
27, 1956. 


Competition in Regulated Industry. 
The California commission, in passing 
upon rate applications of motor passenger 
carriers, commented that, although the 
preservation of competition is a desirable 
objective, competition is not indispensable 
to protect the public interest in a regulated 
industry. Re Transcontinental Bus Sys- 
tem, Inc. et al. Decision No. 54304, Appli- 
cation Nos. 38017 et al. December 19, 
19506. 





Newly Certificated Company's Rates. 
The California commission considered it 
proper to permit an applicant which had 
been granted a certificate of public con- 
venience and necessity to operate a water 
company to establish rates which were not 
objectionable to any of the users and 
which were comparable to rates of exist- 
ing utilities in the area. Re Hicks (Palm 
Valley Water Co.) Decision No. 54306, 
Application No. 37856, December 21, 
1956. 


Certificate Cancellation Not Justified. 
The Colorado commission dismissed a pe- 
tition brought to cancel the right of a mo- 
tor carrier to operate bus service on sight- 
seeing tours because of nonuse and aban- 
donment where the complainants had not 
sustained the burden of showing an inten- 
tion on the part of the carrier to abandon 
use of buses in its operation or any un- 
explained failure to operate buses. Colo- 
rado Transp. Co. v. Masterson et al. Case 
No. 5106, Decision No. 45866, May 29, 
1956. 
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Easy-to-apply Wedgit Fittings 
clamp UNI-TRAY sections to- | 
gether under secure spring 
tension—joints become 
stronger than the cableway. 


gumeraes 


iii rity With an improved 


UNI-TRAY Cable-way System 


With Delta-Star’s UNI-TRAY Cable-ways you reduce installation time 
up to 40%—substantially cutting cableway costs. Simply position the 
trays, then tap in Wedgit Fittings to connect sections. No bolts, pins 
or hinges to fit or tighten. UNI-TRAY Cable-way joints are assembled 
four times faster than with other type fittings. 

Strong, lightweight expanded metal sections provide ventilation 
necessary for high current rating of cables—prevent collection of 
water and dirt. Continuous Wedgit contact areas provide excellent 
electrical contact for ground currents. 

UNI-TRAY sections are available in hot-dip galvanized steel, with 
aluminum Wedgit fittings. Aluminum sections also available. A wide 
variety of shapes and sizes meet specific requirements. 

For complete facts, write for UNI-TRAY Publication No. 68—or see 
your nearby Delta-Star representative. Delta-Star Electric Division, 
H. K. Porter Company, Inc., 2437 Fulton Street, Chicago 12, Illinois. 


District offices in principal cities. 


DELTA-STAR ELECTRIC DIVISION 
H. K. PORTER COMPANY, INC. 
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New York, N.Y. Jackson, Mich. Washington, D. C. 


300 PARK AVENUE, NEW YORK 22, NEW YORK 


COMMONWEALTH ASSOCIATES INC. 


The Commonwealth Professional Engineering Organization 


COMMONWEALTH SERVICES INC. 


Houston, Tex. 








Whether in general operations, financing, engine ont 
ing or other business matters, the consulting a 1 
advisory services of Commonwealth can be of ma a 
rial assistance. nec 

These services are integrated with the plag’ni 
and policies of client management in accomplis y 
ing the desired objectives. Commonwealth expe és 
ence is built on work covering many states afhew 
companies, in operations varying from a few é equi 
ployees to thousands, and in projects from a fa one 
dollars to many millions. r0j 

Commonwealth is an independent organizati 

‘ 2 pou 
built on a business record of 50 years, and whol 


owned by officers and employees. 
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Union Electric of Mo. to Spend 
$63,000,000 in 1957 


UNION Electric Company of Mis- 
ouri will spend more than $63,000,000 
-fn 1957 to meet growing demands for 
#Pectricity, according to figures just re- 

eased. Some $335,000,000 will be 
spent over the next five years on new 
nd expanded facilities. 

The major part of the company’s 
957 construction budget will go for 
ew transmission lines, substations, 
ransformers and distribution facili- 
ies. Approximately $41,000,000 will 
be spent on these items. 

Some $22,000,000 will be spent at 
he Meramec plant, where construc- 
ion of a third generating unit has 
been underway since last summer. 
_ [ompletion of the project is scheduled 
B, enginegentatively for June of 1958. 
sulting ag The new section will house a 280,- 
)00 kilowatt turbo-generator, which 
vill double the capacity of the Mera- 
ec plant, making it the largest in the 
the pla{Union Electric System. 

§ More than $45,000,000 was spent 
y and expanded facilities last 
th &XpHear. This included $32,000,000 for 
, transmission and distribution 
a few egeiutpment, $5 million for new gen- 
Frating facilities and $8 million for 
Pther construction and modernization 
























bouthern Company Construction 
Plans Approved 
SOL THERN Company directors re- 
ently approved a 1957 construction 


rogram of $138,870,000, or about 
me-‘ hird of its estimated 1957-59 out- 








holding company said, has been slight- 
ly over 8 per cent a year for the past 
30 years, equivalent to a doubling of 
the load every nine years. 

Generating units totaling nearly a 
million kilowatts will be completed in 
the coming three-year period. 


$241,000,000 Program Planned 


By Texas Eastern Transmission 


DETAILS of a $241,000,000 expan- 
sion program were explained by 
George ‘I. Naff, vice-chairman of 
Texas Eastern Transmission Cor- 
poration at a recent meeting of the 
New York Society of Security 
Analysts. 

The program, part of which has al- 
ready been approved by the Federal 
Power Commission, includes $64,000,- 
000 already spent for substitute pipe- 
line facilities from Beaumont, Texas, 
to Kosciusko, Mississippi; $140,000,- 
000 for construction of additional nat- 
ural gas lines from Beaumont south 
to the Mexican border and completion 
of loop facilities on the company’s 
existing 30-inch line from Kosciusko 
north to the Oakford storage area in 
western Pennsylvania ; and $36,000,- 
000 for conversion of natural gas fa- 
cilities to oil products, including con- 
struction of a lateral line through In- 
dianapolis, Indiana, into Chicago. Ap- 
proval of the latter phase of the 
program is pending before the FPC. 


Gould Appoints Carson |. Simms 
Manager of Utility Sales 


THE appointment of Carson I. 
Simms as manager of utility sales for 
the industrial division has been an- 
nounced by Gould-National Batteries, 
Inc., Trenton, New Jersey. 

Mr. Simms has served as a southern 
sales representative for Gould since 
1951, and in his present position will 
supervise activities in the application 
of batteries to telephone service, elec- 
tric light and power. 


precianiog’Y ©! $435,000,000. 

counting This year’s budget, largest in his- 
ory, will be spent by Southern’s op- 
rating subsidiaries, the Georgia Pow- 

Ane Ft Company, Alabama Power Com- 

NS pany, Gulf Power Company, Missis- 
pp! Power Company and the South- 

s rn ilectric Generating Company. 

ION The rate of their load growth, the 
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Industrial Progress 


New York State Natural Gas 
Plans $24,000,000 Expansion 


NEW York State Natural Gas Cor- 
poration will spend about $24,000,- 
000 on improvements and additions to 
its system during the 1956-57 heating 
period, the company announced. 

The company, which supplies gas 
to 21 major gas distributing com- 
panies in Pennsylvania, New York 
and Ohio, expects to sell 146,790,000,- 
000 cubic feet of gas in 1957. That 
would compare with about 131,718,- 
997,000 cubic feet sold in 1956. 

New York State Natural Gas ex- 
pects to have 148,853,824,000 cubic 
feet of gas in underground storage 
pools at the end of October this year, 
a projected increase of more than 12 
billion cubic feet over 136,663,711,000 
cubic feet in storage at October 31, 
1956. That amount exceeded by 10 
billion cubic feet the amount in stor- 
age at the like period of 1955. 


Nickel Cadmium Storage 
Batteries 

TO help engineers evaluate the prac- 
ticability of miniature Nickel Cadmi- 
um Batteries for switchgear, diesel 
engine starting and portable electrical 
equipment—NICAD’s high output 
sintered plate nickel cadmium storage 
batteries are described in an eight- 
page technical report. Details of de- 
velopment, construction, and opera- 
tion are shown along with curves of 
discharge and charge characteristics. 

Copies may be obtained from Nickel 
Cadmium Battery Corporation, 66 
Pleasant street, Easthampton, Mas- 
sachusetts. 


NSP Construction Plans For 
1957 Total $43,000,000 
NORTHERN States Power Com- 


pany will invest an estimated $43,- 
000,000 in new and improved facili- 


(Continued on page 30) 
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ties during 1957 throughout its four- 
state system, company officials re- 
ported recently. 

This is part of NSP’s continuous 
construction program which has seen 
investments made at an average of 
nfore than $100,000 a day for the 
past 10 years. From 1947 through 
1956, NSP’s construction investments 
totaled $367,800,000. Future plans 
contemplate investments at an accel- 
erated pace, estimates for the four- 
year period 1957-60 totaling $200,- 
000,000. 

“Steady growth in the use of elec- 
tricity coupled with increased avail- 
ability and growing use of natural gas 
require these investments,” said Al- 
len S. King, president. “Average resi- 
dential consumption of electricity in 
1956 throughout the NSP service area 
set a new all-time high record while 
the unit cost of electricity to consum- 
ers continued the downward trend that 
has seen NSP’s average rural and resi- 
dential rates drop 50 per cent in the 
last 25 years. Growing use of major 
appliances and room air conditioners 
in homes will keep residential power 
use increasing at its present rate. 

“Industrial and commercial use of 
electricity also set new records boosted 






INDUSTRIAL PROGRESS—( Continued) 


by industrial automation and growing 
commercial use of air conditioning,” 
Mr. King added. 

Conversion to natural gas service in 
communities where NSP now pro- 
vides manufactured gas service will 
be made as soon as natural gas be- 
comes available, Mr. King said. 


Full Color Brochure Published 


By Sargent & Lundy 
SARGENT & Lundy, Chicago con- 
sulting engineering firm, has recently 
published a four-color brochure on the 
occasion of the firm’s 65th anniver- 
sary. The 40 page booklet describes 
the full range of services offered to 
the steam-electric power industry by 
Sargent & Lundy. 

Thirty-three different projects are 
illustrated and described briefly in the 
brochure. Included are steam power 
stations for public utilities, power fa- 
cilities for industrial concerns, sub- 
stations and distribution projects, and 
transmission line work. Also featured 
is a section dealing with the firm’s 
work in the field of nuclear power 
engineering. 

The majority of the 31 full color 
photographs used were made especial- 
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This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 
The offering is made only by the Prospectus. 


$35,000,000 


Pacific Gas and Electric Company 


First and Refunding Mortgage Bonds, Series AA, 412% 
Due December 1, 1986 


Price 100% and accrued interest 


The Prospectus may be obtained in any state in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such state. 


HALSEY, STUART & CO. Inc. 


SALOMON BROS. & HUTZLER 


A. C. ALLYN AND COMPANY AMERICAN SECURITIES CORPORATION 
INCORPORATED 
L. F. ROTHSCHILD& CO. HALLGARTEN& CO. BLAIR& CO. REYNOLDS & CO. 
INCORPORATED 
BACHE & CO. BAXTER & COMPANY GREGORY & SONS’ IRA HAUPT & CO. 


E. F. HUTTON & COMPANY HIRSCH & CO. WM. E. POLLOCK & CO., INC. 
STERN BROTHERS & CO. VAN ALSTYNE, NOEL & CO. 
BURNS BROS. & DENTON, INC. EMANUEL, DEETJEN&CO. FREEMAN & COMPANY 








ly for the brochure and are reprg 
sentative of the firm’s work during t 
past 10 years. 

Copies may be obtained by writin 
to Sargent & Lundy, Public Relatio 
Department, Chicago 3, Illinois. 


G-E Official Predicts 67°/ 
Increase in Electricity Use 


In Home By 1960 


A GENERAL Electric Company eg 
ecutive has predicted that use of eled 
tricity in the average American ho 
will increase 67 per cent by 1960. 

W. V. O’Brien, vice-president an 
general manager of the company 
Apparatus Sales Division, mace th 
forecast at the 1957 Business Oiitloo 
Conference sponsored by the Los A 
geles Chamber of Commerce. 

“Today,” Mr. O’Brien said, “t 

average yearly American power co 
sumption is about 2,995 kilowatt 
hours per home, but in 1960, we hay 
every hope that this will leap to 5,00 
aided by such industry-wide pra 
grams as ‘Live Better . . . Electrica 
ly.’ ” 
He cited other projected increase 
in electric power consumption on t 
farm, in industry and in the co 
munity, and cautioned that manage 
ment must now plan years ahead. 
“even an entire business generation 
—in order to have a better perspectiv 
on the courses that should be take 
today. 

The General Electric vice-preside 
said that by 1965, the United States 
with only 14 per cent more people i 
the labor force, must produce 40 pe 
cent more goods and services to me¢ 
projected demand. 

“To do that,” he said, “either w 
must all work harder and longer- 
which is neither a realistic nor a goo : 
solution—or we must find and inves 
in more productive machinery an 
methods. ; 

“This clearly spells —— l 








































And automation means more an f 
more pieces of electrical and electron ‘ 
ics equipment, and a correspondingl} : 


climbing rate of electric power con 
sumption.” 


Gen. Tel. of California Has 
$72,000,000 Program 


GENERAL Telephone Company ° 
California expects to invest $7.’,000, 
000 in 1957 according to an announce 
ment by Harlan W. Holmwooil, e 
ecutive vice-president. Largest singl 
item in the budget is $17,183,000 te 
(Continued on Page 32) 
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V V hen Tutankhamen, King 
of Egypt, was put to his rest, it 
was to be forever. His was to be 
a permanent monument, and 
his body was mummified with 
unique skill. These burial prepa- 
rations went a long way toward 
overcoming the destructive 
effects of time. King Tut’s 
mummy still exists today—over 
3,000 years after it was interred 
in the valley of the tombs of 
the kings. 
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Especially Built For Burial 


Like King Tutankhamen’s mummy, many Kerite Cables are especially built 

for long-time burial. But these Kerite Cables do not enjoy the favorable dry, 
almost air-tight conditions of King Tut’s tomb. These cables must withstand 

all the adverse conditions encountered in direct burial in the ground 

from the Arctic to the Tropics. Yet when these underground cables are unearthed, 
even after years of service, they are, unlike King Tut, very much alive. 

The name Kerite is recognized, the world over, as the hallmark of endurance. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


F) &s) THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
‘O © OS Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 


Founded 1854 3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 





























dial and other equipment in central 
offices. Other major telephone ex- 
penditures will be made for telephone 
instruments, wiring and additional 
equipment on customers’ premises 
amounting to nearly $15,824,000. Out- 
side plant, which covers buildings, 
cables, wire lines, poles and the thou- 
sands of other items which go into 
outside telephone construction, will 
amount to $25,864,000. Land acquisi- 
tions and purchases of working tools, 
vehicles and miscellaneous telephone 
equipment comprise other require- 
ments. 

The company’s eastern division, 
which contains properties in and 
around the rapidly growing East San 
Gabriel Valley area, Pomona Valley, 
Ontario and San Bernardino, has 
been allotted $27,255,000 of the 1957 
program. An amount of $15,910,000 
will be expended for new facilities in 
the western division which includes 
the Santa Monica Bay Area, West Los 
Angeles, Redondo and Lancaster. 
Whittier and Downey exchanges, 
making up the central division, have 
a $13,744,000 budget, while the south- 


ern division’s territory of Long Beach, 
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Huntington Beach, Westminster ,and 
Laguna Beach has programmed $8,- 
257,000. Santa Barbara, Oxnard, and 
Santa Maria and surrounding com- 
munities in the northern division will 
receive nearly $5,846,000 for expan- 
sion and service improvement. The 
San Joaquin area, where General has 
three exchanges of Reedley, Lindsay 
and Fowler, will require nearly $1,- 
003,000 during the next year. 

At the end of 1945, General of Cali- 
fornia had 186,704 telephones com- 
pared with nearly 825,000 today. In- 
vestment in telephone facilities has 
skyrocketed from $30,158,000 in 1945 
to better than $275,000,000 today. 

Mr. Holmwood observed that the 
cost of adding each new telephone has 
increased sharply since the end of 
World War II. It now requires about 
$404 to provide the facilities for each 
new telephone, compared with $161 
in 1945. Increased labor costs, as well 
as substantial raises in costs of basic 
materials and supplies, are two of the 


major causes. 


During 1956 there were 103,364 
new telephones added to the com- 
pany’s California territory which sur- 





passed any previous year. At the e 
of that year the company had 819,04 
telephones in operation. Over $273 
000,000 was invested in telephone f 
cilities at the close of 1956 as a res 
of the $61,878,500 expansion progra 
during the past year. Since 1945 Ge 
eral has increased telephones mo 
than four times and plant invesime 
nine times. 


$47,000,000 Program Plannedf 
By Alabama Power 
























THE directors of Alabama | ow 
Company recently approved a reco \ 
budget of $47,000,000 for additioy 
and improvements during 1957. Th y 
is more than one and a half times /, 
$30,500,000 construction and improv 
ment budget in 1956. It is the com 
pany’s largest construction budgeiigam’ 
and brings the company’s postwar em 
penditures to over $341,000,000. \ he 
Of the amount budgeted for 195] 
approximately $12,000,000 will be fq 
construction work on 165,250 kilowa 
steam generating unit No. 9 at Gorga 
expected to go into operation in 19 
(Continued on page 34) 
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American Appraisals of reproduction 
cost may affect rates 


An American Appraisal report of the cost of repro- 
duction provides convincing evidence in the prepa- 
ration of an appeal for adjusting rates to provide 


AMERICAN APPRAISAL 


Leader in Property Valuation 
Home Office: Milwaukee 1, Wisconsin 

















up—19 ga. doors). 


structure. 
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Length from 8' to 14’ (CA's from 48" to 120'’). 
ample stowage space inside and out. Many plus features at no extra cost. 


@14 and 16 ga. Body Steel (14 ga. 
throughout for models rated 1 ton 


@ 4%” Diamond Floor Plate. 
@ 5” Structural Channel Under- 


@ Electric Welded throughout. 

® Telescoping Roof with weather 
tight, easy sliding action. 

@ One piece Smooth Welded Draw- 
ers and Compartments. 

® Vertical or Horizontal Flush Doors 
with recessed, spring loaded 
latches at no extra charge. 


IMMEDIATE DELIVERY ¢ Distributors in Principal Citi*s 


More for your Money in 





MORYSVILLE 
TF 
Tika 


¢ 









e) 


New Line Construction Body for single or dual wheel chassis from % to 2 tons. 


Sliding roof for derrick; 


® Concealed metal Winch Box. 

® Curbside Access to tools and 
equipment used most frequently. 

® Vertical Compartments for climb 
ers, lines and linemen’s tools 

® Large, inside ventilated, Rubber 
Goods Compartment. 

® Two piece Front Window in crew 
compartment. 

® Bit and Chisel Drawer; Trouch for 
Drills, Tamps, Rods, etc. 

® Fendix Undercoating at no extra 
charge. 










Af 
MORYSVILLE 


ony CO 775i 
J 
813 SOUTH READING: AVE., Y BOYERTOWN, PENNA 


PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY /4, | 






































\t the e 
d 819.06 
er $273 
phone fj 
S a res 
| progra 
945 Ge 
nes mo 
Ivesime 


Planned 
or 


a bow 
a reco 
add itior 
157. Th A 
times y 
iMprov 
the con 

budge ry 
stwar @ 
00. rm 
for 195ii—— 
ill be fa 
) kilowa 
t Gorga 
in 19 
+) 


THE IRVING TRUST COMPANY SERVES VITAL INDUSTRY 


service lines into the future... 





Vast growth of the Utility Industry ning, financing, or cultivation of the finan- 


i has had its share of financial complexities. cial community—our Analytical Studies, 
4 However, close to the pulse of the finan- Seminars and Round Tables may prove 
ots cial world and to the Industry itself, our valuable aids to your company’s future. 
"aes specialists continue to reach ahead with For more information, call Public Util- 
wae’ new and sound approaches. ities Department at Dlgby 43500 or 


in crew 


Whether an undertaking of capital plan- write us at One Wall Street. 


IRVING TRUST COMPANY 


One Wall Street, New York 15, N.Y. 


Capital Funds over $125,000,000 Total Assets over $1,500,000,000 


Wiuam N. Enstrom, Chairman of the Board Ricuarp H. West, President 
Public Utilities Department—Joun F. Cuitps, Vice President in Charge . 
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MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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THAT TREE LAWN is really narrow 
but the compact maneuverable 92 
is doing a neat job of digging from 
driveway to driveway. The operator 
sets in and lifts out the digging wheel 
with speed and safety because the 92 
gives him full job visibility and fast 
accurate boom hoist control. Synchro- 
nized wheel and conveyor speeds 
permit precision placement of spoil. 
No damage to curb, sidewalk or 
driveways either, thanks to the 92’s 
perfect balance on long, smooth, 
non-clog crawlers—a real public 
relations asset. 


it fits more jobs... 


THE CLEVELAND TRENCHER CO. 


20100 ST. CLAIR AVENUE 


the Cleveland 92 “Baby Digger” | 
digs more trench 
.in more places 
. at less cost 


* Only 54” wide over crawlers | 
* Digs 10” to 20” wide 

* Digs to 5’ deep 

* Power-shift conveyor 

* Reversible discharge 

* Digs all soils 

* Digs in any weather 


| 
* Portable, at legal limit speeds | 


e CLEVELAND 17, OHIO 

















































INDUSTRIAL PROGRESS 
(Continued ) 









I‘irst stages of construction of a $25 
000,000 addition to Barry steam plat 
near Mobile, to nearly double the pre 
ent capacity of 250,000 kilowatts. wi 
require 34 million dollars. In antic 
pation of receiving the licenses for j 
proposed Coosa and Warrior iy 
projects, more than 34 million dollag 
has been budgeted for starting co 
struction work on them. 
Improvements at existing steam an 
hydro plants will cost $1,200,00 
Transmission line additions ani it 
provements, including substations a 
connections, will total more than $5 
000,000. Improvements in supply fj 
cilities and extensions to new and ey 
isting customers will cost nearly $18 
000,000. For expansion of and it 
provements to its Gorgas Coal Min 
an investment cf 14 million collar 
will be made. More than half a mi 
lion dollars worth of automotive at 
other equipment will be bought. 
The company expects to comple 
within the year an office building i 
Mobile estimated to cost $1,400,00 
and expects to make substantial prog 
ress toward the construction of a | 
million dollar addition to its gener 
office building in Birmingham. 


Pacific Tel. & Tel. Plans 
$93,000,000 Expansion 
In Wash.-ldaho Div. 


PACIFIC Telephone & Telegrap 
Company’s Washington-Idaho div 
sion plans a $93,000,000 constructio 
program in the next two years, W. 
Billings, division manager, reportef 

The expected 1957 expenditure « 
$51 million will be close to the recor 
$53 million spent in 1956, which cong 
pared with the previous record « 
$34,300,000 spent in 1955. 

The 1957 program will include $2 
million for new equipment for loc4 
and long distance calls, $12.5 millio 
for outside lines and facilities f 
local exchanges, and $12 million fe 
new telephones and wiring on cuj 
tomers’s premises. 




















Southwestern Bell Plans 
$115,000,000 Outlay in Texa 


SOUTHWESTERN Bell Telephot 
Company plans to spend mor: tha 
$115,000,000 in Texas during 1% 
for new equipment and_ building 
General Manager R. A. Goodson sai 
According to the company, this is th 
biggest telephone construction pr 
gram in Texas history. 

During 1956, Southwestern Be 
spent $111,000,000 on construction 


(Continued on page 36) 
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west Help yourself, Mr. Executive, 


“mil 
= ... to the perfect place to grow 
a In America’s rich Industrial Heartland—Ohio, Pennsylvania, 


West Virginia, Kentucky, New York, Virginia and Maryland— tinnnsrnnrahecngpeniar sn 


1700 MacCORKLE AVE., CHARLESTON, W. VA; 








ins there’s natural gas in abundance to help you produce better—for UNITED FUEL GAS COMPANY 

Texa less. It’s a precision tool, an economical fuel, and one of nature’s omer ty steer ne I 

lephon most versatile raw materials. 7 Virginia Ges Distibution Corporation 

re tha : 

195 Add these other advantages . . . Markets, Materials, Labor, Soe See Sere 

g 193 99 NORTH FRONT STREET, COLUMBUS 15, OHIO 






Transportation, Reasonable Taxes . . . and you will see why it’s 
The Perfect Place To Grow. 


THE COLUMBIA GAS SYSTEM 


120 EAST 41ST STREET* NEW YORK 17, N. Y. 
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THE OHIO FUEL GAS COMPANY 
Natural Gas Companiy of West Virginia 


* PITTSBURGH GROUP COMPANIES 

80@ UNION TRUST BUILDING, PITTSBURGH 19, PA. 
THE MANUFACTURERS LIGHT AND HEAT COMPANY 
Binghamton Gas Works 

Cumberland and Allegheny Gas Company 

The Keystone Gas Company, Inc. 

Home Gas Company 












tion I 











Texas, adding 146,000 telephones; 
bringing the total in service at year’s 
end to 2,240,000. The company ex- 
pects to add approximately as many 
telephones in 1957 as were added in 
1956, according to Mr. Goodson. 


$51,000,000 Construction Budget 
Set by Georgia Power 


A 1957 construction budget of more 
than $51,000,000, the largest in the 
Georgia Power Company’s history, 
was approved recently by the com- 
pany’s board of directors. This figure 
compares with $40,000,000 spent in 
1956. 

John J. McDonough, president, 
said the largest single item in the 
budget is the continuation of work 
on two 125,000-kilowatt generating 
units at plant Yates near Newnan. 
The first of the two new generating 
units will come into service in June of 
1957 and the second in June of 1958. 

Work will be started during the 
year on the construction of the Oliver 
dam on the Chattahoochee river at 
Columbus, provided a license for the 
Middle Chattahoochee development 
is received from the Federal Power 
Commission. The plant is expected 
to be completed in 1959. 

Construction of a second unit of 
75,000 kilowatts will be begun at 
plant McManus, the company’s steam- 
electric generating plant at Bruns- 
wick. Completion is scheduled in 


1959. 


INDUSTRIAL PROGRESS—( Continued) 


Major construction projects which 
will serve to enlarge and strengthen 
the company’s transmission system 
are as follows: a 20,000-kilowatt sub- 
station at Millen, a 20,000-kilowatt 
substation in the southeast section of 
Atlanta, an 18,000-kilowatt substa- 
tion in the Chamblee area, comple- 
tion of a 20,000-kilowatt substation at 
Cedartown, a 44,000-volt transmis- 
sion line from Bluffton to Cuthbert, 
a 44,000-volt transmission line from 
Plant Mitchell to Camilla. 


Additional substations and con- 
necting transmission lines will be 
constructed at Doraville, Thomson, 


Wesleyan College, Clayton, Lavonia, 
Gainesville, Smyrna, Pleasantville, 
Alpharetta, Statesboro, Pembroke, 
Summerville, and in the Clark Hill 
reservoir area. 


N. E. Farm Electrification 


Institute Meets 


ABOUT 150 members of the 18th 
New England Farm Electrification In- 


-stitute convened on January 30th in 


Rutland, Vermont for a three-day ses- 
sion of discussions and activities re- 
lated to rural electricity, Albert A. 
Cree, president, Central Vermont 
Public Service Corp., and L. Douglas 
Meredith, president of the New Eng- 
land Council, were the principal 
speakers at a banquet Thursday eve- 
ning; at the Hotel Berwick winding up 
the Institute’s activities. Mr. Cree, a 
director of Yankee Atomic Electric 
Company, spoke on “Atomic Energy 














Security 


Common Stock 


TEXAS EASTERN 


SHREVEPORT, 








Common and referred Dividend Notice 


January 30, 1957 
The Board of Directors of the Company has declared 
the following quarterly dividends, all payable on 
March 1, 1957, to stockholders of record at close 
of business, February 8, 1957: 


Preferred Stock, 5.50% First Preferred Series . . . $1.3714 
Preferred Stock, 5.85% Series 
Preferred Stock, 5.00% Series 
Preferred Stock, 4.75% Convertible Series 
Preferred Stock, 4.50% Convertible Series 


Amount 


per Share 


$1.46% 
$1.25 

$1.1834 
$1.12 


be, c Secretary 


LOUISIANA 



































PUBLIC UTILITIES FORTNIGHTLY—FEBRUARY /4, | 








and the New England Farmer,” } 
Meredith’s topic was “The New E 
land Council and New England Ag 
culture.” 7 

The Institute is scheduled to mj 
in Massachusetts in 1958. 


Phoenix Site of Solar Furnace 
Conclave 


FOURTEEN papers or more wd 
presented at the Solar Furnace Sy 
posium in Phoenix, Arizona on M 
day, January 21st. While larg 
technical in content, the diversity 
approach and the sources of the ¢ 
tributions indicated a wider interest 
the topic than thought possible. T 
Symposium was sponsored by the ; 
sociation for Applied Solar Ener 
and co-sponsored by the Arizona St 
College at Tempe, Stanford Resear 
Institute and University of Arizor 
A rather thorough, introductory 
erage was provided in the commer 
of C. C. Furnas, Assistant Secreta 
of Defense for Research and Devela 
ment. l'urnas suggests that throu 
solar heat and the raw chemical ma 
rials of nature, man someday may 
able to solve his liquid and_ gaseo 
fuel requirements. 

Others contributing to the Sy 
posium in Phoenix were: W. M. Tu 
denham, Kennecott Copper Cor 
(Solar Furnace Research in No 
Ferrous Metallurgy) ; Frank I. E 
lin, E. I. du Pont de Nemours & ( 
(Industrial Considerations ) ; Peter 
Glaser, Arthur D. Little, Inc., (Sol 
Furnace Applied Research) ; Ge 
Leslie E. Simon, Carborundum C 
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(High Temperatures and New Mat 
rials ) ; Paul Jose, Holloman Air For 
Base, (Heliostat Design For Lar 
l'urnaces ) ; Heister, Tietz and De 

Rue, Stanford Research Instituf 
(Economic Factors in Furnace D 
sign); A. R. Kassander, Universi 
of Arizona, (Fuel for Solar Fu 
naces) ; R. W. Bliss, Jr., Donovan 
Bliss, (Designing for Specific Pe 
formance) ; Davies and Cotton, Qua 
termaster Research & Developme 
Command, (Design) ; Bussell, Lind 
Kopa and Gwynne, University 

California, (Control of Thermal R 
diation) ; De La Rue, Loh, Brenng 
and Hiester, Stanford Research | 
stitute, (Flux Distribution near t 
Focal Plane) ; C. J. Kevane, Arizo 
State College at Tempe, (Constru 
tion and Operation of the Arizo 
State College Solar Furnace) ; at 
R. H. Wight, Pittsburgh, Pa., (Mi 
terials and Surfaces for Solar Fu 
naces ). 
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RATE OF RETURN 


by Ellsworth Nichols 





the book you've been waiting for 









NE of the most important subjects, if not the most important subject, constantly confronting utility 


bnagements, regulatory commissions and others concerned, is the amount of return to be allowed 





‘@blic utility companies and how best to determine that return. After almost four 











ace “Hus of research, study, and analysis, Ellsworth Nichols, Editor 
e larg PUBLIC UTILITIES REPORTS and author of other 





plications on regulation, has completed his new volume, 


tate of Return.” 








nterest 


ible. T 










Throughout the work, emphasis is placed on the ruling prin- 
les of courts and commissions concerning the various factors 


Resear be considered, the weight to be accorded such factors, and illus- 
Arizor 































il maf Theory of Return in Rate Capital Costs of Related 

may Regulation Companies 

gaseol = Confiscation Capital Structure 
~ ai Right to Fair Return Cost of Debt Capital 
M. Ty Amount to be Allowed Cost of Preferred Stock Capital 
- Co Attraction of Capital Cost of Equity Capital 
n Nof Comparable Earnings Financing Costs 

E. Ef Risk or Absence of Risk Illustrations of Capital Cost 
ae Economic Conditions Efficiency of Operation and 

(Soi Intercorporate Relations Management 

Gel Cost of Capital As a Factor Character of Service 

im Cf Principles Governing Capital Rate Base Theory as a Factor 
v Ma Cost Past Earnings or Losses 
Ir “te Economic Conditions Affecting Miscellaneous Factors 
: Del Capital Cost Operating Ratio 

istitut 
ice Df An important aspect of this editorial achievement is Mr. Nichols’ review of more than a thousand decisions 
Fi “Rate of Return,” contained in over two hundred volumes of Public Utilities Reports. This extensive mass 
ovan f material, together with related materials from other sources, have been condensed into 500 pages under a 
a ingle cover and constitute the most authoritative and comprehensive treatment of the subject ever published. 


Kept up to date by the addition periodically of pocket supplements containing the latest rulings, de- 





sior:s and discussions dealing with the subject “Rate of Return.” 





Order your copy today 
Price $15.00 







PUBLIC UTILITIES REPORTS, INC.. Publishers 
NEW BOOK DEPARTMENT 
SUITE 332, PENNSYLVANIA BUILDING 
425 THIRTEENTH STREET, N. W. 
WASHINGTON 4, D. C. 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve uilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 











CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 








DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











SS ee i ee 


* Standby 
%* Augmentation 
%* 100% Town Supply 


Design ¢ Engineering ¢ Construction 








NEW YORK 36,N.Y 





11 WEST 42ND STREET 















Ford, Bacon & Davis 
“auvgnig JEngineers sonrgcse" 


NEW YORK @ CHICAGO @ LOS ANGELES 











GIBBS & HILL, inc. 
CONSULTING ENGINEERS 
DESIGNERS e CONSTRUCTORS 
NEW YORK LOS ANGELES 














GILBERT ASSOCIATES, INC. 
ENGINEERS © CONSULTANTS © CONSTRUCTORS 
607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 
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PROFESSIONAL DIRECTORY 


(continued) 





W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 





55 Liberty Street New York 5, N. Y. 











GUSTAV HIRSCH ORGANIZATION, INC. 
1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 


Consulting and Supervisory Engineers and Contractors 
Construction and Operation of Utility Enterprises 














HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 














JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—INVESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 
DETERMINATION 











Tee fu ljia n loyoralion 


ENGINEERS e CONS TR UC T ORR 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA 








William S. Leffler, Engineers Associated 
Utility Management Consultants for past 35 years Specializing in 
GAS DEVELOPMENT OF CLASS RATES OF RETURN AND REGULATORY 
ELECTRIC CLASS UNIT COST DETERMINATIONS FOR ee 
WATER RATE STRUCTURE MODERNIZATION AND RATE CASES PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management” 
DARIEN, CONNECTICUT 
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PROFESSIONAL DIRECTORY (continued) 






MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 








Organization ¢ Corporate Practices * Accounting * Budgeting * Financing © Taxes * Stock Transfer « Appraisal Vol: ° E 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning « Industrial Engineering « Al Pan ove © Rates © Pricing 
Sales and Marketing * Safety « Insurance © Pensions * Employee Welfare * Public Relations ¢ Advertising * Personnel * Industrial Relations 


20 NORTH WACKER DRIVE « CHICAGO 6, ILLINOIS 








Pioneer Service — Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET 











SANDERSON & PORTER 


CONSTRUCTION e REPORTS & 
SURVEYS 
NEW YORK NEW YORK 











Sargent & Lundy 
ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—Reports—Design—Supervision 
Chicago 3, lil. 








STONE «& WEBSTER 


ENGINEERING CORPORATION 


Design « Construction e Reports « Appraisals 
Examinations e Consulting Engineering 


NEW YORK 1s Oh MOPaY CHICAGO PITTSBURGH HOUSTON 
SAN FRANCISCO LOS ANGELES SLATILE TORONTO 











The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—A ppraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 














Whitman, Requardt and Associates 


Publishers of the 35-year-old 





DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
for Public Utili 
REPORTS — VALUATIONS aay Pt Tok 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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Abram<’Aerial Survey 
Loriporation 


Topographic and Planimetric Maps 
Mosaics, Plans G Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 
Electrical * Mechanical ¢ Structural 
Civil * Thermodynamic ¢ Architectural 


"9 
“’eucueo® FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 


o 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








LUTZ & MAY COMPANY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 





Thoroughly Specialized 


jt?) RIGHT-OF-WAY 
COATES; PROCUREMENT 
Ne ey From Title Search. . 


...To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 OKLAHOMA CITY, OKLA 


ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 


for the GAS INDUSTRY 


feo . Bem Sl ol. a mo) 
GAS AND SERVICE CO. 
327 So. LaSalle St., Chicago 4, Ul. 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 











A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
STATION—INDUSTRIAL—COMMERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 








GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Insurance Surveys 








SVERDRUP & PARCEL, INC. 
Engineers — Architects 
Design, Construction Supervision 
Steam and Hydro Power Plants 
Power Systems — Industrial Plants 
Studies — Reports 


St. Louis ° San Francisco . Washington 








FRANCIS S. HABERLY 
CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 








JACKSON & MORELAND INC. 
Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
Boston New York 








Representation in this Professional 
Directory may be obtained at very 
reasonable rates. Kindly address 


inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
332 Pennsylvania Bldg. 
Washington 4, D. C. 
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INDEX TO ADVERTISERS 


The Fortnightly lists below the advertisers in this issue for ready refer- 
ence. Their products and services cover a wide range of utility needs. 


A 


Abrams Aerial Survey Corporation 

*Allen & Company 

*Allis-Chalmers Manufacturing Company 
American Appraisal Company, The . 
*American Creosoting Corporation 
American Telephone & Telegraph Company 
*Analysts Journal, The 


B 
Babcock & Wilcox Company, The 
Black & Veatch, Consulting Engineers 
*Blyth & Company, Inc. 


c 


Carter, Earl L., Consulting Engineer 
Cleveland Trencher Company, The 
Coates Field Service 

Columbia Gas System, Inc., The 
Combustion Engineering, Inc. 
Commonwealth Associates, Inc. 
Commonwealth Services, Inc. 
Consolidated Gas and Service Company 


D 
Day & Zimmermann, Inc., Engineers oe 
Delta-Star Electric Division, H. K. Porter, Inc. 27 
*Divco Corporation - oe 
Dodge Division of Chrys!er ed bee -. 
Drake & Townsend, Inc. 38 
Dresser Industries, Inc. Outside Back Cover 


*Ebasco Services Incorporated 
Electro-Motive Division, General Motors 


*First Boston Corporation, The . 
Ford, Bacon & Davis, Inc., Engineers 


G 


Gannett Fleming Corddry and Carpenter, Inc. . 
*General Electric Company 

Gibbs & Hill, Inc., Consulting Engineers 
Gilbert Associates, Inc., Engineers ...... 
Gilman, W. C., & Company, Engineers . 
*Glore, Forgan & Company 


Haberly, Francis S., Consulting mew’ =" 
Halsey, Stuart & Company, Inc. 
*Harriman, Ripley & Company 

Hirsch, Gustav, Organization, Inc. 
Hoosier Engineering Company . 


*International Business Machines Corp. 
*|nternational Harvester Company, Inc. 
Irving Trust Company .. 


J 


Jackson & Moreland, Inc., Engineers .... 
Jensen, Bowen & Farrell, Engineers . 


Professional Directory . 


*Fortnightly advertisers not in this issue. 


K 
Kellogg, M. W., Company, The 
Kerite Company, The .... 
*Kidder, Peabody & Company 
*Kuhn Loeb & Company . 
Kuljian Corporation, The 


L 
*Langley, W. C., & Co. 
Leffler, William S., Engineers Associated 
*Lehman Brothers ... 
*Loeb (Car! M.) Rhodes & Co. 
Loftus, Peter F., Corporation ue 
*Lougee, N. A., & Company, Engineers. re 
Lutz & May Company, Consulting Engineers 


M 
*Main, Chas. T., Inc., Engineers 
*Matthews, Jas. H., & Company 
*McCabe-Powers Auto Body Company 
*Merrill Lynch, Pierce, Fenner & Beane 
Middle West Service Company 
Miner and Miner 
*Morgan Stanley & Company ....... 
Morysville Body Works, Inc. ...... 


Motorola Communications & Electronics, Inc. 


*National Association of Railroad & 

Utilities Commissioners ... 
Newport News Shipbuilding & Dry Dock Co. 
*Nuclear Development Associates, Inc. ..... 


*Osmose Wood Preserving Co. of America, Inc. 


P 
*Pacific Pumps, Inc. tl ica 
Parkersburg Rig & Reel Company, The Inside Front Cover 
Pioneer Service & Engineering Company .............21, 40 


R 
Recording & Statistical Corporation .. || 
Remington Rand Div. of Sperry Rand Corp. Oe 
Robertson, H. H., Company oa AG 


Sanderson & Porter, Engineers .. . 

Sargent & Lundy, Engineers 

Schulman, A. S., Electric Co., Engineers 
*Smith, Barney & Company 

*Sno-Cat Corp. of N. H. 

*Southworth Brush Cutter 

Sprague Meter Company, The 

Stone and Webster Engineering Corporation ... 
Sverdrup & Parcel, Inc., Engineers ... 


Texas Eastern Transmission Corporation 


*Union Securities Corporation 


Ww 
*Western Precipitation Corporation . 
*Westinghouse Electric Corporation 
White, J. G., Engineering Corp., The 
*White, Weld & Co. 
Whitman, Requardt and Associates 
*Wright Power Saw and Tool Corporation ... 
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Rock-A-Tilt suspension insures 
easy operation, safe balance, 
maximum accessibility. 


Compartment when closed pro- 
tects contents from damage or 
loss, eliminates dirt. 


High Style Hardware in brushed. chrome 
combines spring latch, pull and label holder. 
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Exclusive guide —one size 
serves both letter and legal 
file: Filing system may be read 
from either end, uses standard 
individual folder. 


All compartments  simultane- 
ously available for finding and 
filing. 








Saves floor space —Open com- 
partment projects less than %4 
the distance of a standard file 
drawer. 




































































*Letter size 


X-ray look at the Pro- Fils 


an easier way to file 


OW available for both the private and 
neral offices—the new (Pr0-Gile — 
completely different approach to the 
Dusing of business records. 

The “rocking shelf” action of the 
mpariment requires minimum effort 
d provides maximum accessibility. 


Completely engineered for operating 
efficiency and designed_for modern 
office decor the @, Pro-Vile is 
available in Neutra-Tone Gray, Drift. 
wood Tan, and Surf Green. 

Let your local representative 
demonstrate the new look in filing. 








| 


Letter size available in 2, 3 and 4 compartments 
—legal size in 2 and 3 compartments— Minimum 
compartment projection keeps center of gravity 
inside cobinet— makes stacking safe and efficient 
for maximum utilization of floor space. 
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Both these pilots work for YOU! 


Every day, both of these pilots work for you—the jet 
aircraft pilot and the tiny pilot in your home or plant! 


The companies which form the Dresser industrial 
team play an important role in supplying necessary 
services and equipment to help these pilots serve you. 
Dresser Manufacturing Division supplies parts for the 
engines in our faster-than-sound aircraft. All other 
Dresser companies, active in the petroleum industry, 
team together to supply equipment and services that 
help to provide the specialized fuel demanded by 
today’s high-performance aircraft. 


The pilot flame — forming the heart of your kitchen 
range and other gas equipment for home and industry 
— is kept alive throughout America with the help of 


Tomorrow's Progress Planned Today! 


Clark Bros. Co. — compressors ¢ Dresser-Ideco Company — 
steel structures ¢ Dresser Manufacturing Division — couplings 
The Guiberson Corporation — oil tools ¢ Ideco — drilling rigs 
Lane-Wells Company — technical oilfield services © Magnet 
Cove Barium Corporation — drilling mud ¢ Pacific Pumps, 
Incorporated — pumps ® Roots-Connersville Blower Division 
— blowers © Security Engineering Division — drilling bits 
SouthweStern Industrial Electronics—electronic instrumentation 


compressors from Clark Bros., couplings and fittings 
from Dresser Manufacturing, blowers and gas boosters 
from Roots-Connersville, and pumps from Pacific. 


In the oil, gas, chemical, electronic and general in- 
dustry, Dresser companies provide a bonus of extru 
value. Each company operates independently, yet al 
are teamed together with their combined facilities anc 
experience to provide Dresser plus # equipment anc 
services — the standard of comparison the world over 
Write for booklet: ask for your free copy of “Briefacts. 


uDw STRIES, INC. 


| Ol + GAS 
; EQUIPMENT AND | CHEMICAL 


TECHNICAL SERVICES | ELECTRONIC 
INDUSTRIAL 
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